NEW | SSUE—Issued in Book—Entry Only Form Ratings: Moody’s “Aaa”; S& P “AAA” (FSA Insured)
See“MISCELLANEOUS—Bond Ratings’ and “CREDIT ENHANCEMENT” herein.

Subject to compliance by the Authority and the Sate with certain covenants, in the opinion of Bond Counsel, under present law, interest on the
1999A Bonds, is not includible in gross income of the owners thereof for federal income tax purposes and is not included as an item of tax preference
in computing the federal alternative minimum tax for individuals and corporations, but such interest is taken into account in computing an adjustment
used in determining the federal alternative minimum tax for certain corporations. In the opinion of Bond Counsel, under existing laws of the State of
Utah as presently enacted and construed, interest on the 1999A Bonds is exempt from taxes imposed by the Utah Individual Income Tax Act. See“ LE-
GAL MATTERS—Tax Exemption” herein for more complete discussion.

State of Utah, State Building Ownership Authority
$9,455,000 L ease Revenue Bonds (State FacilitiesMaster L ease Program), Series 1999A

payable from annually renewable lease payments to be made by the

State of Utah

pursuant to a State FacilitiesMaster L ease Agreement, as amended and supplemented (the“Lease”)

The 1999A Bonds are issued by the State of Utah, State Building Ownership Authority (the “Authority”), a body corporate and politic of the State of
Utah (the “ State™), are issuable only as fully registered bonds and, when initially issued, will be registered in the name of Cede & Co., as nominee of The
Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository for the 1999A Bonds. Principal of and interest on the
1999A Bonds (interest payable May 15 and November 15 of each year, commencing May 15, 2000) are payable by First Security Bank, National Associa-
tion, Salt Lake City, Utah, as Paying Agent, to the registered owners thereof. See “THE 1999A BONDS—Book—Entry Only System” herein.

The 1999A Bonds are subject to optional redemption, mandatory sinking fund redemption, and extraordinary optional redemption (in the event of
damage to, or destruction or condemnation of the 1999A Facilities) prior to maturity. See “THE FACILITIES—The 1999A Facilities” and “THE
1999A BONDS—Redemption Provisions For The 1999A Bonds” herein.

The 1999A Bonds are being issued to finance a portion of the cost of the acquisition of real estate, and the acquisition, construction and equipping of
certain building facilities, and paying the costs associated with the issuance of the 1999A Bonds. The 1999A Bonds and certain Prior Parity Bonds previ-
ously issued by the Authority will be equally and ratably secured under the Indenture and the Mortgages on certain of the Facilities.

Under the Lease, the State has agreed to pay Base Rentals, as defined herein, which are sufficient to pay the principal of and interest on the
1999A Bonds and the Prior Parity Bonds, coming due in each year, but only if and to the extent that the State Legislature annually appropriates funds
sufficient to pay such Base Rentals plus such Additional Rentals as are necessary to operate and maintain the Facilities during each Renewal Term. The
L ease specifically provides that nothing therein shall be construed to require the State to appropriate moneys to pay the Base Rentals or Additional Rentals
(collectively, the “ Rentals’) under the Lease, and the State is not obligated to pay such Rentals except to the extent appropriated. Neither the obligation of
the State to pay such Rentals nor the obligation of the Authority to pay the 1999A Bonds will constitute or give rise to a debt, general obligation or liability
of, or a charge against the general credit or taxing power of, the State or any of its political subdivisions. The issuance of the 1999A Bonds does not di-
rectly or contingently obligate the State to pay any Rentals beyond those appropriated for the State's then current fiscal year. The Authority has no taxing
power.



The purchase of the 1999A Bonds involves certain investment risks which are discussed throughout this OFFICIAL STATEMENT. See “INTRODUC-
TION—Bondowners' Risks” herein.

The scheduled payment of principal of and interest on the 1999A Bonds when due will be guaranteed under an insurance policy to be issued concur-
rently with the delivery of the 1999A Bonds by FINANCIAL SECURITY ASSURANCE INC.

FESA.

Dated: August 1, 1999 Due: May 15, as shown below
$5,120,000 Serial Bonds
Due CUSIP Principal Interest Yield or Due CUSIP Principal Interest Yield or
May 15 917547 Amount Rate Price May 15 917547 Amount Rate Price
2001 ...ccciiiaeaannn LU 3 $ 55000 5.25% 420% | 2008.......cccc....... MB 4 $380,000  5.25% 4.90%
2002 ... LV 1 265,000 5.25 4.30 2009......cccceeennnnn. MC 2 405,000 5.25 5.00
2003 ..., LW 9 300,000 5.25 4.40 2010.....ccieeennnn. MDO 425,000 5.25 5.10
2004 ... LX 7 310,000 5.25 4.50 2011 ., ME 8 450,000 5.25 5.15
2005 .......cieaeiinnn LY 5 330,000 5.25 4.60 2012, MF 5 470,000 5.25 5.20
2006 .......uiaeannnn LZ 2 345,000 5.25 4.70 2013 MG 3 495,000 5.25 100.00
2007 ..cceeieeeeeanns MA 6 365,000 5.25 4.80 2014 ... MH 1 525,000 5.30 100.00

$4,335,000 5.50% Term Bond due May 15, 2021—Price 100.00% (cusip 917547 MQ 1)

(Accrued interest from August 1, 1999 to be added, if any.)

The 1999A Bonds were awarded pursuant to electronic competitive bidding held via the Bloomberg
Terminal service on Wednesday, August 4, 1999 as set forth in the OFFICIAL NOTICE OF BOND
SALE (dated July 1, 1999) to First Security Van Kasper, Salt Lake City, Utah, as Senior Manager; with
Prudential Securities Inc., Los Angeles, California, as Co-Manager; at a “true interest rate” of 5.40%.

Zions Bank Public Finance, Salt Lake City, Utah, acted as Financial Advisor.

This cover page contains certain information for quick reference only. It is not a summary of thisissue. Investors must
read the entire OFFICIAL STATEMENT to obtain information essential to the making of an informed investment decision. This
OFFICIAL STATEMENT isdated August 5, 1999, and the information contained herein speaks only as of that date.
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No dealer, broker, salesperson or any other person has been authorized to
give any information or to make any representations, other than those contained
in this OFFICIAL STATEMENT, in connection with the offering contained
herein, and, if given or made, such additiona information or representations
must not be relied upon. This OFFICIAL STATEMENT does not constitute an
offer to sell or the solicitation of an offer to buy the securities offered hereby
where such offer or solicitation would be unlawful. The information set forth
herein has been obtained from the State, the Authority, DTC, and other sources
that are believed to be reliable. The information contained in this OFFICIAL
STATEMENT is subject to change without notice and neither delivery of this
OFFICIAL STATEMENT nor any sale of the 1999A Bonds shall create any im-
plication that there has been no change in the information contained herein subse-
guent to the date hereof.

Other than with respect to information concerning Financial Security Assur-
ance Inc. (“FSA™) contained under the caption “CREDIT EHHANCEMENT” and
“APPENDIX F—SPECIMEN MUNICIPAL BOND INSURANCE POLICY”
herein, none of the information in this OFFICIAL STATEMENT has been sup-
plied or verified by FSA and FSA makes no representation or warranty, express
or implied, as to (i) the accuracy or completeness of such information; (ii) the
validity of the 1999A Bonds; or (iii) the tax exempt status of the interest on the
1999A Bonds.

In connection with the offering of the 1999A Bonds, the successful
bidder(s)’ may engage in transactions that stabilize, maintain, or oth-
erwise affect the price of the 1999A Bonds. Such transactions may
include overallotments in connection with the underwriting, the pur-
chase of 1999A Bonds to stabilize their market price and the purchase
of 1999A Bonds to cover underwriter short positions. Such transac-
tions, if commenced, may be discontinued at any time.

The 1999A Bonds have not been approved or disapproved by the
Securities and Exchange Commission or any state securities agency,
nor has the Securities and Exchange Commission or any state securi-
ties agency passed upon the accuracy or adequacy of this OFFICIAL
STATEMENT. Any representation to the contrary isa criminal of-
fense.

This OFFICIAL STATEMENT has been designed to conform, where applica-
ble, to the guidelines presented in Disclosure Guidelines for State and Local Gov-
ernment Securities, published by the Government Finance Officers Association in
1991, asrevised.
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OFFICIAL STATEMENT RELATED TO

State of Utah,
State Building Owner ship Authority

$9,455,000 L ease Revenue Bonds
(State Facilities Master L ease Program), Series 1999A

payable from annually renewable lease payments to be made by the

State of Utah

pursuant to a State Facilities Master L ease Agreement,
as amended and supplemented (the “ L ease”)

INTRODUCTION

ThisOFFICIAL STATEMENT, including the cover page, introduction and Appendices, pro-
vides information in connection with the issuance and sale by the State of Utah, State Building
Ownership Authority (the “Authority”), abody politic and corporate of the State of Utah (the
“State”) of its $9,455,000 Lease Revenue Bonds (State Facilities Master L ease Program), Series
1999A (the “1999A Bonds’).

Thisintroduction is only abrief description of the 1999A Bonds and the security and source of
payment for the 1999A Bonds and is qualified by, more complete and detailed information con-
tained in the entire OFFICIAL STATEMENT, including the cover page and appendices hereto, and
the documents summarized or described herein. A full review should be made of the entire OFFI-
CIAL STATEMENT. The offering of the 1999A Bonds to potential investors is made only by
means of the entire OFFICIAL STATEMENT.

See the following Appendices attached hereto and incorporated herein by reference: APPEN-
DIX A—BASIC DOCUMENTATION; APPENDIX B—GENERAL PURPOSE FINANCIAL
STATEMENTS OF THE STATE OF UTAH FOR THE FISCAL YEAR ENDED JUNE 30, 1998;
APPENDIX C—DEMOGRAPHIC AND ECONOMIC DATA REGARDING THE STATE OF
UTAH; APPENDIX D—PROPOSED FORM OF OPINION OF BOND COUNSEL; APPEN-
DIX E—PROPOSED FORM OF CONTINUING DISCLOSURE UNDERTAKING; APPEN-
DIX F—SPECIMEN MUNICIPAL BOND INSURANCE POLICY; and APPEN-
DIX G—BOOK-ENTRY SYSTEM.

Capitalized terms used but not otherwise defined herein have the same meaning as given to
them in the Lease and the Indenture. See “APPENDIX A—BASIC DOCUMENTA-
TION-DEFINITIONS OF CERTAIN TERMS’ below.

The I ssuer

The Authority was established and operates under the State Building Ownership Act (the
“Building Ownership Act”), Title 63, Chapter 9a, Utah Code Annotated 1953, as amended (the
“Utah Code’). The Authority was created in 1979 for the purpose of acquiring, constructing, im-



proving or extending one or more projects on behalf of the State and certain state bodies pursuant
to the Building Ownership Act. See“STATE BUILDING OWNERSHIP AUTHORITY” below.

Authorization For And Purpose Of The 1999A Bonds; Prior Parity Bonds

The 1999A Bonds are being issued pursuant to (i) the Building Ownership Act and Utah Code,
Chapters 6, 7 and 8 of Title 63B (collectively, the “Acts’); (ii) certain authorizing resolutions
adopted by the Authority; and (iii) an Indenture of Trust, Assignment of State Facilities Master
Lease Agreement and Security Agreement dated as of September 1, 1994, as amended and sup-
plemented (collectively, the “Indenture”) between the Authority and First Security Bank, National
Association, Salt Lake City, Utah, as trustee (the “ Trustee”).

The 1999A Bonds are being issued to finance a portion of the cost of the acquisition of real es-
tate, and the acquisition, construction and equipping of certain building facilities (collectively, the
“1999A Facilities’), and paying the costs associated with the issuance of the 1999A Bonds. See
“THE 1999A BONDS—Estimated Sources And Uses Of Funds’ below and “THE FACILI-
TIES—The 1999A Facilities’ below.

The Authority has previously issued eight Series of Bonds under the Indenture (collectively,
the “Prior Parity Bonds’) to finance the cost of various projects (the “ Facilities’) under the Build-
ing Ownership Act.

Asof August 26, 1999 (the scheduled closing of the 1999A Bonds), the outstanding aggregate
principal amount of the Prior Parity Bonds is $225,586,478.

The 1999A Bonds will be issued on a parity basis, and will be equally and ratably secured un-
der the Indenture with (i) the Prior Parity Bonds and (ii) any Additional Bonds which may beis-
sued from time to time under the Indenture. The 1999A Bonds, the Prior Parity Bonds, and any
Additional Bonds issued under the Indenture are sometimes collectively referred to herein as the
“Bonds.” See“THE 1999A BONDS—Additional Bonds; Refunding Bonds’ below and “AP-
PENDIX A—BASIC DOCUMENTATION-THE INDENTURE-The 1999A Bonds-Additional
Bonds” below.

The Authority has leased the Facilities to the State, acting through its Division of Facilities
Construction and Management, adivision of its Department of Administrative Services (the “Divi-
sion”), pursuant to a State Facilities Master L ease Agreement dated as of September 1, 1994, as
amended and supplemented (collectively, the “Lease”).

Pursuant to certain mortgages, the Authority has granted to the Trustee mortgages and security
interests in each of the Facilities (other than certain housing facilities financed for the University of
Utah (the“U of U 1998B Facilities”)) as security for the 1999A Bonds.

In connection with financing the U of U 1998B Facilities for the University of Utah, the
Authority also granted aleasehold mortgage and security interest in a performing arts auditorium
known as Kingsbury Hall located on the campus of the University of Utah. A mortgage on
Kingsbury Hall will also be created to secure the 1999A Bonds). The Facilities which are subject
to mortgages and security interests (excluding the U of U 1998B Facilities, but including the
Kingsbury Hall), are herein referred to as the “Mortgaged Facilities’. See “THE
1999A BONDS—Security And Sources Of Payment For The 1999A Bonds’ below.

Security

Pursuant to the Indenture, the Authority has mortgaged, pledged and assigned to the Trustee,
among other things, itsright, title and interest in and to the Mortgaged Facilities and its right to re-
ceive the Base Rentals (as defined below) as lessor under the Lease, as security for the payment of
the principal of, premium, if any, and interest on the 1999A Bonds. In addition, the Authority has
granted a mortgage on all of itsinterest in each of the Mortgaged Facilities and the real property (or



leasehold interest therein) on which the Mortgaged Facilities are located pursuant to certain Mort-
gages, Security Agreements and Assignments of Rents (collectively, the “Mortgages”), as pro-
vided in the Indenture, for the equal and proportionate benefit of the Owners of the 1999A Bonds,
subject to the release of any of the Mortgaged Facilities upon the terms and conditions described
under “THE FACILITIES—Release Of Portions Of Mortgaged Facilities’ below. The mortgages
and security interests created by the Mortgages secure al Bonds issued and outstanding under the
Indenture on a parity basis. See“ THE FACILITIES—Cross—Collateralization” below.

The 1999A Bonds are limited obligations of the Authority, payable solely from the revenues
and receipts received pursuant to the Lease and other funds or amounts held by the Trustee under
the Indenture as security for the 1999A Bonds. See “THE 1999A BONDS—Security And
Sources Of Payment For The 1999A Bonds’ below.

Under the Lease, the State has agreed to make payments in stated amounts which are sufficient
to pay interest on the 1999A Bonds and the principal amount thereof coming due in each year (col-
lectively, the “Base Rentals’), but only if and to the extent that the State L egislature (the “Legisa
ture”) annually appropriates funds sufficient to pay the Base Rentals coming due during each suc-
ceeding Renewal Term (as described herein) under the Lease plus such additional amounts (the
“Additional Rentals’) as are necessary to operate and maintain the Facilities during such period.
The Lease specifically provides that nothing therein shall be construed to require the Legislature to
appropriate any money to pay any Base Rentals or Additional Rentals (collectively, the “Rentals™)
thereunder and that neither the State nor any political subdivision thereof shall be obligated to pay
such Rentals except to the extent of funds appropriated for that purpose. The obligation of the State
to pay any Rentalsis subject to annual appropriations by the Legislature as provided in the Lease.
Neither the obligation of the State to pay Rentals nor the obligation of the Authority to pay the
1999A Bonds will constitute or give rise to a debt, a general obligation or liability of, or acharge
against the general credit or taxing power of, the State or any of its political subdivisions. Theis-
suance of the 1999A Bonds does not directly or contingently obligate the State to pay any Rentals
beyond those appropriated for the State’ s then current fiscal year. The Authority has no taxing
power. Seein this section “Risks Inherent In The Ownership Of The 1999A Bonds’ and “THE
1999A BONDS—Security And Sources Of Payment For The 1999A Bonds’ below.

The scheduled payments of the principa of and interest on the 1999A Bonds will be guaranteed
by FINANCIAL SECURITY ASSURANCE INC. See “CREDIT ENHANCEMENT” below.

Redemption Of The 1999A Bonds

The 1999A Bonds are subject to optiona redemption, mandatory sinking fund redemption, and
extraordinary optional redemption (in the event of damage, destruction or condemnation to the
1999A Facilities) prior to maturity. See“THE FACILITIES—The 1999A Facilities” and “THE
1999A BONDS—Redemption Provisions For The 1999A Bonds’ herein.

Registration, Denominations, Manner Of Payment Of The 1999A Bonds

The 1999A Bonds are issuable only as fully registered bonds and, when issued, will be regis-
tered in the name of Cede & Co., as nominee for The Depository Trust Company, New Y ork,
New York (“DTC”), which will act as securities depository of the 1999A Bonds. Purchases of
1999A Bonds will be made in book—entry only form, in the principal amount of $5,000 or any
natural multiple thereof, through brokers and dealers who are, or who act through, DTC Partici-
pants. Owners of the 1999A Bonds will not be entitled to receive physical delivery of bond certifi-
cates so long as DTC or a successor securities depository acts as the securities depository with re-
spect to the 1999A Bonds. “Participants’ and “Owners’ are defined under “APPENDIX
G—BOOK-ENTRY SYSTEM” herein.

Principal of and interest on the 1999A Bonds (interest payable May 15 and November 15 of
each year, commencing May 15, 2000) are payable by First Security Bank, National Association,
Salt Lake City, Utah, as Paying Agent, to the registered owners of the 1999A Bonds. So long as



Cede & Co. isthe sole registered owner, as nominee of DTC, it will in turn remit such principal
and interest to its Participants, for subsequent disbursements to the Owners of the 1999A Bonds,
as described under “APPENDIX G—BOOK—-ENTRY SYSTEM” herein.

So long as DTC isthe sole registered owner of the 1999A Bonds, neither the Authority, the
State, the successful bidder(s) nor the Trustee will have any responsibility or obligation to any
Participants of DTC, or the Persons for whom they act as nominees, with respect to the payments
to or the providing of notice for the Participants, Direct Participants, Indirect Participants or the
Owners of the 1999A Bonds. Under these same circumstances, references herein and in the In-
denture to the “ Bondowners’ or “ registered Owners’ of the 1999A Bonds shall mean Cede & Co.
and shall not mean the Owners of the 1999A Bonds.

Transfer Or Exchange Of The 1999A Bonds

No transfer or exchange of any 1999A Bonds shall be required to be made during a period be-
ginning on the Regular Record Date immediately preceding any interest payment date and ending
on such interest payment date. Regular Record Date shall mean the first day of the month in which
such Bond Interest Payment Date occurs.

Tax—Exempt Status For The 1999A Bonds

Subject to compliance by the Authority and the State with certain covenants, in the opinion of
Chapman and Cutler, Bond Counsel, under present law, interest on the 1999A Bondsis not in-
cludiblein grossincome of the Owners thereof for federal income tax purposes and is not included
as an item of tax preference in computing the federal alternative minimum tax for individuals and
corporations, but such interest is taken into account in computing an adjustment used in determin-
ing the federa aternative minimum tax for certain corporations.

In the opinion of Bond Counsel, under existing laws of the State of Utah as presently enacted
and construed, interest on the 1999A Bonds is exempt from taxes imposed by the Utah Individual
Income Tax Act.

See“LEGAL MATTERS—Tax Exemption” herein for more complete discussion.
Professional Services

As of the date of this OFFICIAL STATEMENT, the following have served the Authority and
the State in the capacity indicated in connection with the issuance of the 1999A Bonds:

Independent Auditors Bond Counsel
Utah State Auditor Chapman and Cutler
State Capitol Building, Rm 211 50 SMain St, Ste 900
Salt Lake City, UT 84114 Salt Lake City, UT 84144
801.538.1025—Fax 801.538.1383 801.533.0066—Fax 801.533.9595
Trustee, Paying Agent and Bond Registrar Disclosure Counsel
First Security Bank, National Association Ray, Quinney & Nebeker
Corporate Trust Department 79 SMain St, Ste 500
79 SMain St Salt Lake City, UT 841450385
Salt Lake City, UT 84111 801.532.1500—Fax 801.532.7543

801.246.5630—Fax 801.246.5777



Financial Advisor

Zions Bank Public Finance
215 S State St, Ste 700
Salt Lake City, UT 84111-2336
801.524.2100—Fax 801.524.2109

Conditions Of Delivery, Anticipated Date, Manner And Place Of Delivery For The
1999A Bonds

The 1999A Bonds are offered, subject to prior sale, when, as and if issued and received by the
successful bidder(s), subject to the approval of legality by Chapman and Cutler, Bond Counsel,
and certain other conditions. Certain legal matters will be passed on for the State by its Attorney
General. Certain matters will be passed on for the successful bidder(s) by Ray, Quinney & Ne-
beker. It is expected that the 1999A Bonds, in book—entry form, will be available for delivery in
Salt Lake City, Utah, for deposit with a“fast agent” of DTC (First Security Bank, National Asso-
ciation, Corporate Trust Department, Salt Lake City, Utah) on Thursday, August 26, 1999.

Risks Inherent In The Ownership Of The 1999A Bonds

The purchase of the 1999A Bonds involves certain investment risks which are discussed
throughout this OFFICIAL STATEMENT. Accordingly, each prospective purchaser of the
1999A Bonds should make an independent evaluation of all of the information presented in this
OFFICIAL STATEMENT in order to make an informed investment decision. Certain of these risks
are described below.

Limited Obligations

The 1999A Bonds are payable from amounts due under the Lease on a parity basis with all
other Bonds that may be outstanding under the Indenture. Theinitial term of the Lease commenced
as of September 1, 1994, and expired at 11:59 P.M. on June 30, 1995 (the “Initial Term”). The
State has the option under the provisions of the Lease to extend the term of the Lease for consecu-
tive one—year renewal terms commencing on July 1 of each of the years 1995 through 2019 and a
final Renewal Term commencing July 1, 2020, and ending May 16, 2021 (herein referred to asthe
“Renewal Terms’). The 1999A Bonds will be issued during the fifth Renewal Term of the Lease.
The State’'s obligation under the Lease does not constitute a general obligation or other indebted-
ness of the State, the Authority or any agency or political subdivision of the State within the
meaning of any constitutional or statutory debt limitation. The Authority has no taxing power.

There is no assurance that the State will, in its sole discretion, exercise its option to extend the
term of the Lease for any future Renewal Term. Accordingly, the likelihood that the State will ex-
tend the term of the Lease for any Renewal Term and that there will be sufficient fundsto pay the
principal of, premium, if any, and interest on the 1999A Bonds as the same become due depends
upon a number factors, including, but not limited to (a) the economic and demographic conditions
within the State, (b) the ability of the State to generate sufficient tax or other revenuesin any year,
(c) the willingness of the Legislature in any future year to appropriate moneys to pay the Rentals,
which decision of the Legidature could be affected by many factors, including the continuing need
of the State for the Facilities, and (d) the value of the Mortgaged Facilitiesif relet or sold in afore-
closure or other liquidation proceeding instituted by the Trustee in the event of the termination or
expiration of the Lease if the Legidature does not appropriate sufficient funds to extend the term of
the Lease as provided therein.

No Reserve Fund for the 1999A Bonds

No debt service reserve fund has been established to secure any of the 1999A Bonds issued
under the Indenture.



Expiration or Termination of the L ease

In the event that the Legidlature does not extend the term of the Lease in any year by failing to
appropriate sufficient funds to pay Rentals due thereunder, the State’ s obligation to pay Rentals
under the Lease will terminate on the June 30 occurring at the end of the then—current Renewal
Term. Upon (a) the expiration of any Renewal Term of the Lease during which an Event of Non-
appropriation occurs or (b) an Event of Default under the Lease and an election by the Trustee to
terminate the possessory interest of the State under the Lease, the State’ sright of possession of the
Facilities under the Lease will expire or be terminated, as appropriate.

Certain of the Facilities financed under the Indenture are now under construction. If the pos-
sessory interest of the State under the Lease were to be terminated by reason of an Event of Non-
appropriation or an Event of Default under the Indenture or otherwise pursuant to the Building
Ownership Act and the Lease prior to the acquisition and construction of these Facilities, the pay-
ment of principal of, premium, if any, and interest on the 1999A Bonds would depend, in part, on
the ability of the Trustee to liquidate, relet or sell one or more partially constructed Mortgaged Fa-
cilities. See “APPENDIX A—BASIC DOCUMENTATION-THE INDENTURE—Events Of De-
fault And Remedies’ below.

Possible Difficulties in Selling or Re-letting the Facilities

In the event that the State’ s right of possession of the Facilities under the Lease expiresor is
terminated for any of the reasons described in the Indenture, the obligation of the State to pay
Rentals under the L ease will continue through the then—current Renewal Term, but not thereafter,
and the 1999A Bonds will be payable from, among other sources, such moneys as may be avail-
able by way of recovery from the State of the Rentals which are due through the then—current Re-
newal Term. As set forth in the Building Ownership Act and the Lease, if the State fails to pay any
rentals due to the Authority under the terms of the Lease, the State shall immediately quit and va-
cate the Facilities, and the rental or lease obligation under the Lease shall then cease. Should the
Lease expire at the end of a Renewal Term without any extension for the next succeeding Renewal
Term, or if an event occurs pursuant to which the Trustee terminates the State’ s right of possession
of the Facilities under the Lease, the Trustee may recover and relet or sell the affected Mortgaged
Facilities as provided in the Indenture.

The Mortgaged Facilities constitute facilities to be used in connection with the operation of cer-
tain divisions of State government and institutions of higher education and may not be readily us-
able by other types of tenants. See “THE FACILITIES’ below. Moreover some of the Mortgaged
Facilities are subject to mortgages securing other bonds, and there may be conflicting claimsto the
value of these Facilities. No assurance can be given that the Trustee could relet or sell the Mort-
gaged Facilities for the amount necessary to pay the principal of and the interest due on the
1999A Bonds. The net proceeds of any reletting or sale of the Mortgaged Facilities, together with
certain other moneys then held by the Trustee under the Indenture, if any, are required to be used
to pay the 1999A Bonds to the extent of such moneys. No assurance can be made as to the amount
of funds available from any such source for the payment of the aggregate principal amount of the
1999A Bonds then outstanding plus accrued interest thereon. Furthermore, no assurance can be
given that any amount realized upon any liquidation of the Facilitieswill be available to provide for
the payment of the 1999A Bonds on atimely basis.

Delays in Exercising Remedies; Limitations on Enforceability

The enforceability of the Lease and the Indenture is subject to applicable bankruptcy laws, eg-
uitable principles affecting the enforcement of creditors’ rights generally and liens securing such
rights, the police powers of the State, the exercise of judicial authority by state or Federal courts
and the exercise by the United States of America of the powers delegated to it by the Federal Con-
stitution. Because of the unique uses to which the Mortgaged Facilities may be suited and the de-
lays inherent in obtaining foreclosure upon real property and judicial remedies, no assurance can be
given that these remedies could be accomplished rapidly. Any delaysin or failure of the ability of



the Trustee to obtain possession of or to foreclose the lien on the Mortgaged Facilities, of neces-
sity, will result in delaysin any payment of principal of or interest on the 1999A Bonds.

Acquisition and Construction of the Facilities

The design, acquisition, construction, and equipping of certain Facilities have commenced and
are expected to be completed within the next two years. See “THE FACILITIES—The Facilities’
below.

The Authority and the State believe, but there can be no assurance, that the proceeds of sale of
the 1999A Bonds and the Prior Parity Bonds, together with certain investment earnings thereon
and other sources of construction funds described in “THE FACILITIES—The Facilities’ below,
will be sufficient to complete the acquisition, construction and equipping of certain Facilities which
are yet to be completed. In the event such proceeds are insufficient, the Authority is authorized,
pursuant to the Lease, to complete the acquisition, construction and equipping of those certain Fa-
cilitiesfrom legally available funds, but only in connection with the issuance of Additional Bonds
(as defined hereinbel ow) issued pursuant to the Indenture or from moneys otherwise legally avail-
able for that purpose. The Indenture provides that Additional Bonds may be issued for the purpose
of completing the Facilities or of making additions or improvements to the Facilities or of acquiring
or constructing Additional Facilities (as that term is defined in the Lease), subject to satisfaction of
certain conditions provided in the Indenture. There can be no assurance that such Additional Bonds
will be permitted under applicable law or that the Legislature will agree to the issuance of Addi-
tional Bonds at that time. If issued, Additional Bonds will be secured under the Indenture on a par-
ity with the 1999A Bonds previously issued, including the 1999A Bonds and the Prior Parity
Bonds. See “THE 1999A BONDS—Security And Sources Of Payment For The
1999A Bonds—Additional Bonds, Refunding Bonds’ below and “APPENDIX A—BASIC
DOCUMENTATION-THE INDENTURE-The 1999A Bonds-Additional Bonds’ below.

Destruction of the Facilities

The Lease requires the Facilities to be insured by policies of insurance (including casualty and
property damage insurance) as described in “APPENDIX A—BASIC DOCUMENTATION-THE
LEASE-Insurance” below. In the event of damage to or destruction of all or any part of the Facili-
ties, the State is nevertheless required to continue to make payments under the Lease during the
period for which the Legislature has appropriated moneys. In such event, the State will decide
whether the proceeds from available insurance (and any other legally available source) are suffi-
cient to repair and rebuild such Facilities or whether to apply the available proceeds to redemption
or payment of the applicable Series of Bonds. If the net proceeds from insurance or certain other
sources are insufficient to repair or replace such Facilities, the State may terminate its obligations
under the Lease with respect to such Facilities and cause such proceeds to be distributed for the
redemption of the applicable Series of Bonds in whole or in part as provided in the Indenture.
There can be no assurance as to the adequacy of atimely payment under property damage insur-
ance in effect at that time. Furthermore, there can be no assurance that such insurance proceeds will
be sufficient to redeem the applicable Series of Bonds in whole or that the Trustee will be ableto
redlize any additional funds from such Fecilities at that time. See “APPENDIX A—BASIC
DOCUMENTATION-THE LEASE-Damage Or Destruction; Condemnation” below.

Depreciation and Lack of Residual Value

Certain components of the Facilities that have relatively short useful lives may depreciate in
value during the time that the 1999A Bonds are outstanding. In addition, various components of
the Facilities may be difficult or impossible to remove from their points of service or use. Conse-
guently, following an Event of Nonappropriation, an Event of Default under the L ease or the ter-
mination of the Lease for any reason, it is possible that any revenues realized by the Trustee from a
reletting or sale, as appropriate, of the Authority’ s interest in the Mortgaged Facilities may be in-
sufficient to pay all outstanding Bondsin full.



Tax—Exempt Status; Continuing Compliance with Certain Covenants

Failure by the Authority or the State and other applicable departments and divisions of the State
to comply with certain covenants in the Indenture and the Lease on a continuous basis, so long as
any of the 1999A Bonds are outstanding under the Indenture and thereafter as required by such
document provisions and applicable law, could result in interest on the 1999A Bonds becoming
includible in Federal gross income of the Owners thereof, retroactive to the date of their original
issuance. See“LEGAL MATTERS—Tax Exemption” below. The Indenture and the 1999A Bonds
do not provide for payment of any additional interest or penalty in the event that interest on the
1999A Bonds becomesincludible in Federa grossincome.

Other Factors Regarding the Facilities

The ownership or operation of the Facilities creates a potential for environmental liability on the
part of both the owner or operator of the Facilities as well as any party secured by mortgages,
deeds of trust or other encumbrances, such as the Mortgages. If hazardous substances are discov-
ered at the Facilities' sites or discovered to be emanating from the Facilities sites, the State and the
Authority may be held strictly liable for all costs and liabilities relating to the disposing of or deal-
ing with such hazardous substances. Thisliability could be for an amount far in excess of the value
of the Facilities. In the event that the Trustee obtains title to the Authority’ s interest in the Mort-
gaged Facilities sites by foreclosure and actually participates in the management of the property
prior to such foreclosure or failsto seek to sell, re-ease or otherwise divest itself of the property at
the earliest practicable, commercially reasonable time after such foreclosure, a court could hold the
Trustee liable for such costs and expenses, even if the Trustee had no knowledge of the existence
of such hazardous substances. The existence of such hazardous substances could hinder the Trus-
teein exercising certain of its remedies or rights under the Lease and the Indenture upon the occur-
rence of an Event of Default thereunder.

The Authority has agreed and represented in the Lease that is has carried on, and will carry on,
the business and operations at the Facilities in a manner that compliesin all respects, and will re-
main in compliance, with all applicable Federal, state, regional, county or local laws, statutes,
rules, regulations or ordinances concerning public health, safety or the environment.

Changes in State Government

The obligation of the State to make payments under the Lease is subject to annual appropriation
by the Legidature, which consists of the Utah Senate (the “ Senate”) and the Utah House of Repre-
sentatives (the “House”), based upon a budget initially presented to the L egislature by the Gover-
nor, and which appropriation bill is signed by the Governor. The members of the Legislature and
the Governor are elected officials. Members of the Senate and the Governor serve four—year terms
while members of the House serve two—-year terms. Members of the Senate and House, and the
Governor may serve for 12 consecutive years. As of the date of this OFFICIAL STATEMENT,
the Governor and his administration support the construction and continued operation of the Facili-
ties. However, the individuals elected to serve as Governor and as members of the Legislature will
change during the period when the 1999A Bonds are outstanding. There can be no assurance that
the membership of the Legidlature or the person elected Governor will not change in a manner that
will result in afuture Legislature or Governor taking a position contrary to the continued appro-
priation of payments under the Lease for the Facilities.

The State has agreed in the Lease to (&) request in its budget request all moneys that are neces-
sary to fulfill the State’s obligations under the Lease for each successive Renewa Term and
(b) seek an appropriation of such fundsin atimely fashion so asto alow the State to pay its obli-
gations under the Lease when due. The decision to renew or not to renew the term of the Lease is
to be made solely by the Legidature at the time it considers for adoption the final budget relating to
each Renewal Term and not by any official of the State, acting in hisor her individual capacity.



Continuing Disclosure Undertaking

The State will enter into a Continuing Disclosure Undertaking (the “Undertaking”) for the
benefit of the Owners of the 1999A Bonds whereby the Authority shall cause the State to send
certain information annually and to provide notice of certain events to certain information reposito-
ries pursuant to the requirements of paragraph (b)(5) of Rule 15¢c2—12 (the “Rule”) adopted by the
Securities and Exchange Commission under the Securities Exchange Act of 1934. The information
to be provided on an annual basis, the events which will be noticed on an occurrence basis and
other terms of the Undertaking, including termination, amendment and remedies, are described in
the proposed form of undertaking in “APPENDIX E—PROPOSED FORM OF CONTINUING
DISCLOSURE UNDERTAKING” below.

The Sate has represented that it isin compliance with each and every undertaking previously
entered into by it pursuant to the Rule. A failure by the State to comply with the Undertaking will
not constitute a default under the Indenture and Owners of the 1999A Bonds are limited to the
remedies described in the Undertaking. See “APPENDIX E—PROPOSED FORM OF CON-
TINUING DISCLOSURE UNDERTAKING—Consequences Of Failure To Comply With This
Agreement” below. A failure by the Authority or the State to comply with the Undertaking must be
reported in accordance with the Rule and must be considered by any broker, dealer or municipal
securities dealer before recommending the purchase or sale of the 1999A Bonds in the secondary
market. Consequently, such afailure may adversely affect the transferability and liquidity of the
1999A Bonds and their market price.

See “APPENDIX E—PROPOSED FORM OF CONTINUING DISCLOSURE UNDERTAK-
ING,” herein, for a copy of the proposed form of Undertaking.

Basic Documentation

The " basic documentation,” which includes the Indenture, the L ease, the closing documents for
the 1999A Bonds, and other documentation with respect to the 1999A Bonds and which estab-
lishes the rights and responsibilities of the State, the Authority, the Division, the Trustee and in-
vestors, may be obtained from the persons indicated below under the heading “ Contact Persons.”
See“APPENDIX A—BASIC DOCUMENTATION” herein.

Contact Persons

As of the date of this OFFICIAL STATEMENT, the chief contact person for the Authority and
the Division concerning the 1999A Bondsis:

Alyn C. Lunceford, Real Property and Debt Manager
aluncefo@dfcm.state.ut.us
Division of Facilities Construction and Management
4110 State Office Building
Salt Lake City, UT 84114
801.538.3799—Fax 801.538.3267

As of the date of this OFFICIAL STATEMENT, the chief contact person for the State con-
cerning the 1999A Bondsis:

Edward T. Alter, Utah State Treasurer
stmain.ealter@state.ut.us
State Capitol Building, Rm 215
Salt Lake City, UT 84114
801.538.1042—Fax 801.538.1465




As of the date of this OFFICIAL STATEMENT, additional requests for information may be di-
rected to the Financial Advisor:

D. Kent Michie, Vice President, kent@zionsbankpf.com
Carl F. Empey, Vice President, carl @zionsbankpf.com
Eric John Pehrson, Vice President, eric@zionsbankpf.com
Zions Bank Public Finance
215 S State St, Ste 700
Salt Lake City, UT 84111-2336
801.524.2100—Fax 801.524.2109

Public Sale/Electronic Bid

The 1999A Bonds were awarded pursuant to eectronic competitive bidding held via the
Bloomberg Terminal service on Wednesday, August 4, 1999 as set forth in the OFFICIAL NO-
TICE OF BOND SALE (dated July 1, 1999) to First Security Van Kasper, Salt Lake City, Utah,
as Senior Manager; with Prudential Securities Inc., Los Angeles, California, as Co-Manager; and
other members of asyndicate; at a*“trueinterest rate” of 5.40%.

CREDIT ENHANCEMENT
Bond Insurance Policy

Concurrently with the issuance of the 1999A Bonds, FINANCIAL SECURITY ASSUR-
ANCE INC. (“Financial Security” or “FSA™) will issue its Municipal Bond Insurance Policy for
the 1999A Bonds (the “Policy”). The Policy guarantees the scheduled payment of principal of and
interest on the 1999A Bonds when due as set forth in the form of the Policy included as APPEN-
DIX FtothisOFFICIAL STATEMENT.

The Policy is not covered any insurance security or guaranty fund established under New
Y ork, California, Connecticut or Floridalaw.

Financial Security Assurance Inc.

FSA isaNew Y ork domiciled insurance company and awholly owned subsidiary of Financial
Security Assurance Holdings Ltd. (“Holdings’). Holdingsis a New Y ork Stock Exchange listed
company whose mgjor shareholders include White Mountains Insurance Group, Inc., XL Capital
Ltd., The Tokio Marine and Fire Insurance Co., Ltd. and MediaOne Capital Corporation. The
shareholders of Holdings are not liable for the obligations of Financial Security.

At June 30, 1999, FSA’stotal policyholders surplus and contingency reserves were approxi-
mately $1,107,636,000 and its total unearned premium reserve was approximately $621,693,000
in accordance with statutory accounting principles. At June 30, 1999, FSA’s total shareholders
equity was approximately $1,137,952,000 and its total net unearned premium reserve was ap-
proximately $520,986,000 in accordance with generally accepted accounting principles.

The financial statements included as exhibits to the annual and quarterly reports filed by Hold-
ings with the Securities and Exchange Commission are hereby incorporated herein by reference.
Also incorporated herein by reference are any such financial statements so filed from the date of
this OFFICIAL STATEMENT until the termination of the offering of the 1999A Bonds. Copies of
such materials incorporated by reference will be provided upon request to FSA: 350 Park Ave,
New York, NY 10022, Attention: Communications Department (telephone 212.826.0100).

The Policy does not protect investors against changes in market value of the 1999A Bonds,

which market value may be impaired as aresult of changesin prevailing interest rates, changesin
applicable ratings or other causes. FSA makes no representation regarding the 1999A Bonds or
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the advisability of investing in the 1999A Bonds. FSA makes no representation regarding the OF-
FICIAL STATEMENT, nor has it participated in the preparation thereof, except that FSA has pro-
vided to the Authority the information presented under this caption for inclusion in the OFFICIAL
STATEMENT.

Information regarding FSA Y ear 2000 compliance program is available at FSA’sinternet site at
http://www.fsa.com/Y 2K.

See “MISCELLANEOUS—Bond Ratings’ and “APPENDIX F—SPECIMEN MUNICIPAL
BOND INSURANCE POLICY” below.

THE 1999A BONDS
General

The 1999A Bonds will be dated August 1, 1999 and will mature on May 15 of theyearsand in
the amounts as set forth on the cover page of this OFFICIAL STATEMENT.

The 1999A Bonds shall bear interest from their date at the rates set forth on the cover page of
this OFFICIAL STATEMENT. Interest on the 1999A Bondsis payable semiannually on each
May 15 and November 15 commencing May 15, 2000, and interest on the 1999A Bonds shall be
computed on the basis of a 360—day year of twelve 30—day months. First Security Bank, National
Association, Salt Lake City, Utah is the Registrar, Paying Agent and Trustee with respect to the
1999A Bonds (in such respective capacities, the “ Registrar,” “Paying Agent” and “ Trustee”).

The 1999A Bonds will beissued as fully registered bonds, initialy in book—entry form, in the
denomination of $5,000 or any natural multiple thereof, not exceeding the amount of each matur-

ity.
Estimated Sources And Uses Of Funds

The proceeds from the sale of the 1999A Bonds (exclusive of any accrued interest upon the de-
livery thereof) are estimated to be applied as set forth below:

Sources of Funds:

Par Amount of the 1999A BONAS........c..ovuvviiieiiiiieieeeeeeeeeeenas $9,455,000.00
Original 1SSUE PremMilM.....c..iiuiiiieiiie e 84,940.60

1 = | $9,539,940.60

Uses of Funds:

Deposit in Construction Fund............ccooiiiiiiiiiii e, $8,511,988.71
Capitalized Interest FUNd............cccieiiiiiiii e, 768,937.10
CoStS Of 1SSUANCE (1) ..ueuiriiiiiiiiie e 173,919.79
UNderwriter’'s diSCOUNT........c.iiuiiiiiie e 85,095.00

LI 1= $9,539,940.60

(1) Costs of issuance include rating fees, legal fees, municipal bond insurance premium, financia advisor fees,
printing, other miscellaneous expenses and rounding amount.
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Security And Sources Of Payment For The 1999A Bonds

The Lease and the Indenture

The 1999A Bonds are payable from amounts due under the L ease and certain other moneys as
provided in the Indenture. The Initial Term of the Lease commenced as of September 1, 1994, and
expired on June 30, 1995. The State has exercised its option to extend the term of the Lease and is
currently in the fifth Renewal Term, which term will expire June 30, 2000, subject to the further
exercise by the State, in its sole discretion, of its option to extend the term of the Lease for con-
secutive additional one-year Renewa Terms commencing July 1 of each of the years 2000 through
2019, and afinal Renewal Term commencing July 1, 2020, and ending May 16, 2021, unless
terminated earlier. The 1999A Bonds are being issued during the fifth Renewal Term of the Lease.
For circumstances under which the Lease may be terminated, see “APPENDIX A—BASIC
DOCUMENTATION-THE LEASE-Term Of The Lease” below.

The Authority, as lessor under the Lease and pursuant to the Indenture, will assign to the
Trustee its rights to receive Base Rentals under the Lease, for the benefit of the Owners of the
1999A Bonds. In addition, the Authority has granted or will grant a mortgage and security interest
inall of itsright, title and interest in and to the Mortgaged Facilities. See “APPENDIX A—BASIC
DOCUMENTATION-THE INDENTURE" below.

Pursuant to the provisions of the Lease, the State may, in its sole discretion, purchase all or a
portion of the Facilities (other than the U of U 1998B Facilities) by payment of the applicable Op-
tion Price as defined in the Lease. Neither the Division, the State, nor the L egislature may be com-
pelled to exercise the purchase option provided in the Lease. See “APPENDIX A—BASIC
DOCUMENTATION-THE LEASE-L essee’ s Options To Purchase The Leased Property” below.

The continuation of the term of the Lease and the obligation of the State to pay Base Rentals
after June 30, 2000, are subject to the appropriation by the Legisature of sufficient funds to extend
the term of the Lease for each succeeding Renewal Term. Neither the Lease nor the 1999A Bonds
constitute a general obligation or indebtedness of the State or any political subdivision thereof, or
the Authority, within the meaning of any constitutional or statutory debt limitation. Neither the
State nor any agency, department or division of the State has pledged its credit to the payment of
the Lease or the 1999A Bonds, and neither the State, nor the Authority is directly or contingently
obligated to apply money from, or to levy or pledge, any form of taxation to the payment of the
Lease or the 1999A Bonds. The Authority does not have any taxing power. See “INTRODUC-
TION—RIisks Inherent In The Ownership Of The 1999A Bonds’ above.

So long as the Lease does not expire on June 30, 2000 by its terms, and thereafter in the event
the Legislature appropriates sufficient funds to extend the term of the Lease for each successive
Renewal Term, the State is required by the provisions of the Lease to pay semiannually to the
Trustee specified Base Rentals for the Facilities which are sufficient, in both time and amount, to
pay, when due, the principal of and interest on the 1999A Bonds.

The State has covenanted in the L ease to cause to be included in its annual tentative budget
submitted to the Governor of the State a request for appropriation, in accordance with applicable
law, of an amount necessary (after taking into account any moneys then legally available for such
purpose) to pay the Base Rentals and any reasonably anticipated Additional Rentals under the
Lease for the Facilities during the next succeeding Renewal Term. See “APPENDIX A—BASIC
DOCUMENTATION-THE LEASE—Rentas Payable-Covenant to Request Appropriations’ be-
low.

The Governor’ s Office of Planning and Budget reports that the budget adopted by the Legisla-
ture at its 1999 genera session included an appropriation of funds sufficient to pay Base Rentals
and Additional Rentals due under the Lease during the fiscal year of the State commencing
July 1, 1999, thereby extending the term of the Lease for the next Renewal Term.
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If the amounts otherwise legally available to be paid by the State to the Authority under the
Lease areinsufficient to pay the principal of and interest on the 1999A Bonds as and when due, as
provided in the Building Ownership Act, the Governor of the State may request the Legislature to
appropriate additional funds for the payment of amounts due thereunder. The State covenants to
request that the Governor include in the budget submitted to the L egislature a request or requests
for appropriation as and when necessary to assure full and timely payments on the 1999A Bonds;
provided, however, that nothing in the Lease shall be construed as requiring the Governor to make
such arequest or the Legisature to appropriate such amounts.

In the event that the Legislature does not budget and appropriate sufficient funds prior to
June 1 next preceding the beginning of any Renewal Term for the payment of (i) the Base Rentals
becoming due during such Renewa Term, and (ii) reasonably estimated Additional Rentals payable
during such Renewal Term with respect to the L ease, then an Event of Nonappropriation shall be
deemed to have occurred pursuant to the Lease, and the State shall not be obligated to make pay-
ment of the Base Rentals or Additional Rentals provided for in the L ease beyond the last day of the
Renewa Term during which such Event of Nonappropriation occurs, except for the State’ s obliga
tion to pay Rentals that are payable prior to the termination of the Lease; provided, however, that
the State shall continue to be liable for the amounts payabl e pursuant to the Lease during such time
when the State continues to use, occupy and operate the property leased pursuant to the Lease. In
accordance with the Indenture, once the State has elected to continue a Lease for a new Renewal
Term by the Legislature budgeting and appropriating sufficient moneys to pay Base Rentals and
Additional Rentals as provided in the Lease, the State shall, as of the first day of such Renewal
Term, be obligated to pay such Base Rentals and Additional Rentals during such Renewal Term.
Pursuant to the provisions of the Building Ownership Act, if the State fails to pay any Rentals due
to the Authority under the terms of the Lease, the State shall immediately quit and vacate the Facili-
ties. The Trustee shall, upon the occurrence of an Event of Nonappropriation, have all rights and
remedies to take possession of the Mortgaged Facilities as trustee for the benefit of the Owners of
the 1999A Bonds as provided in the Lease and the Indenture and shall be further entitled to all
moneys then on hand and being held in all funds created under the Indenture (except the Rebate
Fund), less any moneys then due and owing to the Trustee for services performed as trustee there-
under. However, due to the nature of the Mortgaged Facilities, it is unlikely that revenues from
such remedies and sources would be sufficient to pay in full al then outstanding Bonds if payment
were then due by acceleration or otherwise. Should such a shortfall occur, the then outstanding
Bonds would be paid on a pro rata basis as provided in the Indenture. See “INTRODUC-
TION—RIisks Inherent In The Ownership Of The 1999A Bonds’ above.

Proposed Amendmentsto the Indenture and the L ease

In connection with the issuance of the 1998A Bonds, the Authority entered into a Fifth Sup-
plemental Indenture of Trust and a Fifth Amendment to the Lease which contain certain prospective
amendments to the Indenture and the Lease. The effectiveness of the amendments is conditioned
upon the receipt of written consents executed by the Owners of at least 66.67% in aggregate prin-
cipa amount of the 1999A Bonds outstanding under the Indenture. The underwriters of the
1998A Bonds, the 1998B Bonds and the 1998C Bonds consented to these amendments (as the
initial owners of these bonds) and the successful bidder(s) will be expected to consent to these
amendments as the initial owners of the 1999A Bonds which will, when issued, together with the
1998A Bonds, the 1998B Bonds and the 1998C Bonds, constitute approximately 69.39% of the
aggregate principal amount of Bonds outstanding under the Indenture. Subsequent Owners of the
1999A Bonds will be bound by such consent and shall be deemed to have consented to these
amendments by virtue of their purchase of the 1999A Bonds. The purchasers of such Additional
Bonds shall be deemed to have consented to the amendments by virtue of their purchase of such
Additional Bonds.

The amendments are explained in more detail in “APPENDIX A—BASIC DOCUMENTA-
TION-PROPOSED AMENDMENTS TO THE INDENTURE AND THE LEASE” below.
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Insurance on the Facilities

The Facilities are required to be insured by the State to the extent described in “APPEN-
DIX A—BASIC DOCUMENTATION-THE LEASE-Insurance Provisions’ below. All Net Pro-
ceeds of performance bonds, proceeds (including any moneys derived from any self—insurance
program) from policies of insurance required by the Lease or condemnation awards which are re-
ceived by the Trustee will be deposited into a separate trust fund under the Indenture. Such Net
Proceeds will be used either (a) to repair, restore, modify or improve the applicable Facilities or
(b) to redeem or defease the related Bonds, as more fully described in “APPENDIX A—BASIC
DOCUMENTATION-THE LEASE-Damage Or Destruction; Condemnation” below.

No Reserve Fund for the 1999A Bonds

The Authority has not and will not create a debt service reserve fund for any Bonds issued un-
der the Indenture.

Additional Bonds; Refunding Bonds

Additional Bonds may be issued pursuant to the Indenture on a parity with the 1999A Bonds
and the Prior Parity Bonds upon the terms and conditions of the Indenture for the purpose of pro-
viding funds to pay one or more of the following: (i) the costs of completing the acquisition and
construction of any of the Facilities financed under the Indenture; (ii) the costs of making such agd-
ditions, improvements, extensions, alterations, relocations, enlargements, expansions, modifica-
tions or changes (hereinafter in this paragraph collectively called the “improvements’) in, on or to
the Facilities as the State may deem necessary or desirable and as will not impair the excludability
from grossincome for federal income tax purposes of interest on the 1999A Bonds or reduce the
fair rental value of the Facilities, including any repairing, restoring, modifying, improving or re-
placing pursuant to the L ease to the extent that such costs exceed the insurance or condemnation
proceeds out of which such costs are to be paid pursuant to the Lease; (iii) the costs of Acquiring
or Constructing any Additional Facilities for the use and benefit of the State and any State Bodies,
but only to the extent that (A) the inclusion of such Additional Facilities as part of the Facilitieswill
not, in the opinion of Bond Counsel, adversely affect the excludability from grossincome for fed-
eral income tax purposes of interest on the 1999A Bonds then outstanding and (B) the Lease is
amended to include such Additional Facilities thereunder; (iv) to refund a Series of Bonds; (v) the
costs of the issuance and sale of the Additional Bonds; (vi) interest during the estimated period of
Acquisition and Construction of such Additional Facilities and for a period of up to 12 months
thereafter; and (vii) any combination of such purposes. Any such Additional Facilities shall become
apart of the Facilities and shall be included under the Lease to the same extent asiif originally in-
cluded thereunder. All Additional Bonds will be secured by the lien of the Indenture pursuant to
which such bonds are issued and will rank pari passu with Prior Parity Bonds issued and all fur-
ther Additional Bonds that may be issued under the Indenture, will be in such form, will bear such
date or dates, bear such interest rate or rates, will have such maturity date or dates, redemption
dates and redemption premiums, and will be issued at such prices as provided in the Supplemental
Indenture authorizing the same and in accordance with the provisions of the Indenture.

Redemption Provisions For The 1999A Bonds

Optional Redemption. The 1999A Bonds maturing on or before May 15, 2009, are not subject
to redemption prior to maturity, except that, the 1999A Bonds are subject to extraordinary optiona
redemption in the event of damage to, or destruction or condemnation of the 1999A Facilities.

The 1999A Bonds maturing on or after May 15, 2010, are subject to redemption (i) in whole
on any business day on or after November 15, 2009, in the event that the State exercisesits option
pursuant to the Lease to purchase all the Leased Property (other than State-Owned Sites) thereun-
der or (ii) in part on November 15, 2009, or on any date thereafter from such maturities or portions
thereof designated by the State in the event that the State prepays additional Base Rentals pursuant
to the Lease or purchases a portion of the Leased Property representing the 1999A Facilities pursu-
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ant to the Lease, all as provided in the Indenture. If called for redemption as provided in this para-
graph, the 1999A Bonds to be redeemed, in whole or in part, shall be redeemed at a redemption
price, expressed as a percentage of the principal amount of the 1999A Bonds to be redeemed, equal
to 100% of the principal amount thereof plus accrued interest thereon to the date fixed for redemp-
tion.

Mandatory Snking Fund Redemption. The 1999A Bonds maturing on May 15, 2021, shall be
subject to mandatory sinking fund redemption prior to their stated maturity, in part, by lot in such
manner as the Trustee shall determine to be fair and equitable, on May 15 of each year described
below, at aredemption price equal to 100% of the principal amount to be redeemed, together with
accrued interest thereon to the redemption date, but without premium, in the principal amounts as
set forth below:

Mandatory Sinking Fund Sinking Fund
Redemption Date Requirements

May 15,2015 ... $ 550,000
May 15, 2016 .. .vvieeniiieee e 580,000
May 15, 2017 ..o 615,000
May 15,2018 ... 640,000
May 15,2019 ... 680,000
May 15,2020 ......ovrieiiieee e 720,000
May 15, 2021 (Stated Maturity)........ccccceveeenn... 550,000

TOotal .o $4,335,000

Extraordinary Optional Redemption in the Event of Damage, Destruction or Condemnation.
The 1999A Bonds shall be subject to redemption prior to maturity in whole or in part from time to
time, from such maturities or portions thereof designated by the State in its notice described below,
on such date or dates as the Trustee shall determine as hereinafter described, at a redemption price
equal to 100% of the principal amount to be redeemed, together with accrued interest thereon to the
redemption date (to the extent that funds are available for such purpose as described herein), but
without premium, in the event that (i) any of the Facilities are damaged or destroyed, in whole or in
part, or the Leased Property or any portion thereof financed with the 1999A Bondsistakenin a
condemnation proceeding, or certain events occur with respect to the title to such Leased Property
or construction defectsin any of the Facilities financed with the 1999A Bonds as described in the
Lease, (ii) the Net Proceeds of any insurance policy, performance bond or condemnation award, or
the Net Proceeds received as a consequence of defaults under any Project Contract (excluding lig-
uidated damages), plus al amounts required to be paid as deductibles thereunder, made available
by reason of one or more such occurrences, and any other legally available moneys, shall be insuf-
ficient to pay in full the cost of rebuilding, replacing or repairing Leased Property financed with the
1999A Bonds and (iii) the State elects, pursuant to the Lease, to waive its obligation to rebuild,
repair or replace the affected portion of such Leased Property by depositing such Net Proceeds into
the Redemption Fund for application to the redemption of the then Outstanding 1999A Bondsin
accordance with the Lease and provides written notice of such election to the Trustee and the
Authority. If 1999A Bonds are called for redemption pursuant to this extraordinary optional re-
demption, the 1999A Bonds to be redeemed shall be redeemed on such date or dates as the Trustee
may determine to be in the best interests of the Owners of the 1999A Bonds.

On such redemption date or dates determined as provided in the Indenture, the Trustee shall
transfer all moneys into the Redemption Fund in accordance with the provisions of the Indenture to
be used by the Trustee to redeem the 1999A Bonds on such redemption date or dates to the extent
necessary after giving effect to all moneys transferred to the Redemption Fund. The Trustee shall
credit automatically against the State’ s obligation under the Lease an amount equal to the amount in
the Redemption Fund.

Notice of Redemption. Notice of the call for any redemption, identifying and stating, among
other things, the 1999A Bonds or portions thereof to be redeemed, the redemption date and price,
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and that the interest on such Bonds will cease to accrue from and after the redemption date, shall be
given by the Trustee, upon being satisfactorily indemnified as to expenses, by mailing a redemp-
tion notice at least 30 but not more than 60 days prior to the date fixed for redemption to the regis-
tered Owner of each 1999A Bond to be redeemed in whole or in part at the address shown on the
registration books; provided, however, that failure to give such notice by mailing, or any defect
therein with respect to any 1999A Bond, shall not affect the validity of any proceedings for the re-
demption of any other 1999A Bonds. Any notice mailed as provided above shall be conclusively
presumed to have been duly given, whether or not the registered Owner receives the notice.

In addition to the foregoing notice, certain further notice of any redemption of 1999A Bonds
shall be given by the Trustee as provided in the Indenture. Any defect in such further notice or fail-
ureto give al or any portion of such further notice shall not in any manner defeat the effectiveness
of acall for redemption.

On or prior to the date fixed for any redemption of 1999A Bonds, the moneys required for
such redemption shall be deposited with the Trustee by the State in accordance with the Lease. The
principal of the 1999A Bonds called for redemption shall cease to bear interest after the specified
redemption date, provided that sufficient funds for redemption are on deposit with the Trustee at
that time.

If at the time of mailing of any notice of redemption there shall not have been deposited with
the Trustee moneys sufficient to redeem all the 1999A Bonds called for redemption, which moneys
are or will be available for redemption of 1999A Bonds, such notice shall state that such redemp-
tion is subject to the deposit of the redemption moneys with the Trustee or the Paying Agent not
later than the opening of business on the redemption date and that such notice shall be of no effect
unless such moneys are so deposited.

Redemption Payments. All moneys to be used for redemption of 1999A Bonds (other than
mandatory sinking fund redemptions, if any) shall be deposited in the Redemption Fund estab-
lished under the Indenture. Said moneys shall be set aside in the Redemption Fund solely for the
purpose of redeeming the principal of the 1999A Bonds in advance of their scheduled maturity
date, except as may otherwise be required by any Tax Certificate (as defined in “APPEN-
DIX A—BASIC DOCUMENTATION-DEFINITIONS OF CERTAIN TERMS' below), and
shall be applied on or after the Bond Payment Date or other date designated for redemption to the
payment of the principal of, and premium, if any, and interest on, the 1999A Bonds to be re-
deemed, upon presentation and surrender of such 1999A Bonds.

Partial Redemption of 1999A Bonds. In the case of a partial redemption of 1999A Bonds when
1999A Bonds of denominations greater than $5,000 are then Outstanding, then for all purposesin
connection with such partial redemption, each $5,000 of face value shall be treated as though it
were a separate 1999A Bond of the denomination of $5,000. If it is determined that one or more,
but not al, of the $5,000 units of face value represented by any 1999A Bond isto be called for re-
demption, then upon notice of intention to redeem such $5,000 unit or units (given by the Trustee),
the Owner of such 1999A Bond shall forthwith surrender such 1999A Bond to the Trustee (@) for
payment of the redemption price (including the premium, if any, and interest to the date fixed for
redemption) of the $5,000 unit or units of face value called for redemption and (b) for exchange,
without charge to the Owner thereof, for a new 1999A Bond or 1999A Bonds of the same Series,
designation, maturity and interest rate and in any of the authorized denominations, at the option of
the Owner thereof, of the aggregate principal amount of the unpaid balance of the principal amount
of the 1999A Bond to be so redeemed. If the Owner of any such 1999A Bond of a denomination
greater than $5,000 shall fail to present such 1999A Bond to the Trustee for redemption and ex-
change as aforesaid, the principal amount of such 1999A Bond to be redeemed shall, nevertheless,
become due and payable on the redemption date to the extent of the $5,000 unit or units of face
value called for redemption (and to that extent only); interest shall cease to accrue on the portion of
the principal amount of such 1999A Bond to be redeemed represented by such $5,000 unit or
units of face value on and after the redemption date and (funds sufficient for the payment of the
redemption price having been deposited with the Trustee and being available for the redemption of
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said unit or units on the redemption date) such 1999A Bond shall not be entitled to the benefit or
security of the Indenture to the extent of the portion of its principal amount (and accrued interest
thereon after the redemption date) represented by such $5,000 unit or units of face value nor shall
new 1999A Bonds be thereafter issued corresponding to said unit or units. 1999A Bonds shall be
redeemed only in the principal amount of $5,000 each or any natural multiple thereof.

With respect to any partia redemption of 1999A Bonds of lessthan all of a particular maturity
of 1999A Bonds, the particular 1999A Bonds to be redeemed shall be selected by the Trustee by
lot in such manner as the Trustee shall determine to be fair and equitable.

Debt Service On The 1999A Bonds

The Lease requires semi—annual Base Rental payments to be made by the State to the Authority
(fifteen days prior to the actual principal and interest payment dates of May 15 and November 15),
which Base Rentals have been assigned to the Trustee pursuant to the Indenture.

The following table, showing the scheduled debt service on the 1999A Bonds through Base
Rental Payments, was prepared by the State.

(The remainder of this page has been intentionally |eft blank.)
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Debt Service Through Base Rental Payment Schedule

Due Date (Base The 1999A Bonds
Rental Payment) Principal Interest Period Total Fiscal Total

May 1, 2000.................. $ 0.00 $ 400,351.25 $ 400,351.25 $400,351.25
November 1, 2000........... 0.00 253,743.75 253,743.75
May 1, 2001.................. 55,000.00 253,743.75 308,743.75 562,487.50
November 1, 2001........... 0.00 252,300.00 252,300.00
May 1, 2002.........c........ 265,000.00 252,300.00 517,300.00 769,600.00
November 1, 2002........... 0.00 245,343.75 245,343.75
May 1, 2003.................. 300,000.00 245,343.75 545,343.75 790,687.50
November 1, 2003........... 0.00 237,468.75 237,468.75
May 1, 2004.................. 310,000.00 237,468.75 547,468.75 784,937.50
November 1, 2004........... 0.00 229,331.25 229,331.25
May 1, 2005.................. 330,000.00 229,331.25 559,331.25 788,662.50
November 1, 2005........... 0.00 220,668.75 220,668.75
May 1, 2006.................. 345,000.00 220,668.75 565,668.75 786,337.50
November 1, 2006........... 0.00 211,612.50 211,612.50
May 1, 2007........cc........ 365,000.00 211,612.50 576,612.50 788,225.00
November 1, 2007........... 0.00 202,031.25 202,031.25
May 1, 2008.................. 380,000.00 202,031.25 582,031.25 784,062.50
November 1, 2008........... 0.00 192,056.25 192,056.25
May 1, 2009.................. 405,000.00 192,056.25 597,056.25 789,112.50
November 1, 2009........... 0.00 181,425.00 181,425.00
May 1, 2010.................. 425,000.00 181,425.00 606,425.00 787,850.00
November 1, 2010........... 0.00 170,268.75 170,268.75
May 1, 2011.................. 450,000.00 170,268.75 620,268.75 790,537.50
November 1, 2011........... 0.00 158,456.25 158,456.25
May 1, 2012.................. 470,000.00 158,456.25 628,456.25 786,912.50
November 1, 2012........... 0.00 146,118.75 146,118.75
May 1, 2013........cc....... 495,000.00 146,118.75 641,118.75 787,237.50
November 1, 2013........... 0.00 133,125.00 133,125.00
May 1, 2014.................. 525,000.00 133,125.00 658,125.00 791,250.00
November 1, 2014........... 0.00 119,212.50 119,212.50
May 1, 2015................. 550,000.00 (t) 119,212.50 669,212.50 788,425.00
November 1, 2015........... 0.00 104,087.50 104,087.50
May 1, 2016.................. 580,000.00 (1) 104,087.50 684,087.50 788,175.00
November 1, 2016........... 0.00 88,137.50 88,137.50
May 1, 2017.....cccccc..... 615,000.00 (1) 88,137.50 703,137.50 791,275.00
November 1, 2017........... 0.00 71,225.00 71,225.00
May 1, 2018.................. 640,000.00 (1) 71,225.00 711,225.00 782,450.00
November 1, 2018........... 0.00 53,625.00 53,625.00
May 1, 2019.................. 680,000.00 (1) 53,625.00 733,625.00 787,250.00
November 1, 2019........... 0.00 34,925.00 34,925.00
May 1, 2020.................. 720,000.00 (1) 34,925.00 754,925.00 789,850.00
November 1, 2020........... 0.00 15,125.00 15,125.00
May 1, 2021.................. _550,000.00 (t) ~15,125.00 565,125.00 580,250.00

Totals...covveveeeenn, $9,455,000.00 $7,040,926.25 $16,495,926.25

(t) Mandatory sinking fund principal payments from a $4,335,000 5.50% term bond due May 15, 2021.

See“STATE BUILDING OWNERSHIP AUTHORITY —Debt Issuance” below.
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Book—Entry Only System

DTC will act as securities depository for the 1999A Bonds. The 1999A Bonds will be issued
asfully registered securities registered in the name of Cede & Co. (DTC' s partnership nominee) or
such other name as may be requested by an authorized representative of DTC. One fully registered
1999A Bond certificate will be issued for each maturity of the 1999A Bonds, each in the aggregate
principal amount of such maturity, and will be deposited with DTC or a“fast agent” of DTC. See
“APPENDIX G—BOOK-ENTRY SYSTEM” for amore detailed discussion of the book—entry
system and DTC.

Manner Of Payment, Registration, Transfer And Exchange

The Trustee will keep or cause to be kept sufficient books for the registration, exchange and
transfer of the 1999A Bonds (the “Register”). In al cases in which the privilege of exchanging or
transferring the 1999A Bonds is exercised while the book—entry system isin effect, or in the event
that the book—entry system is discontinued and 1999A Bonds are transferred or exchanged, the
Authority shall execute, and the Trustee shall authenticate, register and deliver, 1999A Bondsin
accordance with the provisions of the Indenture. In such cases, any 1999A Bond may, in accor-
dance with itsterms, be transferred upon the Register by the Person in whose nameit is registered,
in person or by such Person’s duly authorized attorney, upon surrender of such registered
1999A Bond for cancellation, accompanied by delivery of awritten instrument of transfer, duly
executed in aform approved by the Trustee. Similarly, 1999A Bonds may be exchanged in such
instances at the principal corporate trust office of the Trustee for a like principal amount of
1999A Bonds of other authorized denominations. The Trustee will require the Owner requesting
such transfer or exchange to pay any tax or other governmental charge required to be paid with re-
spect to such transfer or exchange, and the Trustee may in addition require the payment of area-
sonable sum to cover expenses incurred by the Authority or the Trustee in connection with such
transfer or exchange.

Neither the Authority nor the Trustee shall be required to issue, register the transfer of or ex-
change any 1999A Bond (i) during the period from the Regular Record Date or the Special Record
Date, whichever the case may be, for aBond Interest Payment Date or specia interest payment date
to such interest payment date, and (ii) during a period beginning at the opening of business 15 days
before the date of the mailing of a notice of redemption of 1999A Bonds selected for redemption
under the Indenture and ending at the close of business on the day of such mailing. Neither the
Authority nor the Trustee shall be required to register the transfer or exchange of any 1999A Bond
selected for redemption in whole or in part, except for the unredeemed portion of such
1999A Bond.

STATE BUILDING OWNERSHIP AUTHORITY
Establishment And Statutory Powers

The Authority was created in 1979 as a body politic and corporate of the State. The Building
Ownership Act states that the Legislature has found and declared that the policy of the State isto
provide office space and related facilities for state bodies in the most efficient and economica way
possible, that many State bodies have inadequate office space and related facilities, that the State is
renting space for state bodies from private owners with funds which could more efficiently and
economically be put to use toward the acquisition of facilities by the State, and the Authority is es-
tablished to finance, own, lease, operate or encumber such facilities to meet the needs of the State.

The Authority is empowered, among other things, to issue its bonds (with the prior approval of
the Legidature) to finance the acquisition and construction of facilities to be leased to State bodies
at rentals which in the aggregate will be sufficient to pay the principa of and interest on the
1999A Bonds as they become due and to maintain, operate and insure the facilities. The necessary
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prior approval of the Legislature for the issuance of bondsis given by specific acts, which acts are
passed upon during a General Session of the Legidlature.

The Authority is also empowered, among other things, to: a) contract with others for needed
services; b) cause to be executed mortgages, trust deeds, indentures, pledge agreements, assign-
ments, security agreements, and financing statements encumbering property acquired, or con-
structed by the Authority; and c) exercise the power of eminent domain.

Organization

The Authority is comprised of seven members appointed by the Governor with the consent of
the State Senate. The current members are as follows:

Office Person
Chairman...........cooeviiiiiiii, David Adams
Vice Chairman..........cccocevviviiiiniinnnn. Keith Stepan
Member/Secretary.........c.ccoeevuveennennnnns Kay Waxman
MembEr ... Chuck Canfield
Member ... Mary Flood
Member ... R. Haze Hunter
Member ..o Joseph Jenkins
Member (NoN—voting)..........ccccccuuvvennnes Lynne N. Ward

The Authority is located within the Department of Administrative Services for administrative
purposes and receives staff support and all necessary information and resources from the Depart-
ment as required. The State’ s Attorney General and State Auditor provide legal and accounting and
auditing services, respectively, required by the Authority, without reimbursement. The Building
Ownership Act directs the State Building Board to construct and maintain any facilities acquired or
constructed under the Building Ownership Act. In view of the services provided by the entities
noted above, the Authority has no staff.

L egal Borrowing Debt Capacity

The Authority may not issue any bonds or other obligations under the Building Ownership Act
in an amount which would exceed the difference between the total indebtedness of the State and
1.5% of the value of the taxable property in the State. As of August 26, 1999 (the closing date for
the 1999A Bonds) and after giving effect to the issuance of the 1999A Bonds, the maximum re-
maining borrowing capacity of the Authority is expected to be approximately $1,457,611,254. See
“DEBT STRUCTURE OF THE STATE OF UTAH—Legal Borrowing Authority” below.

State L ease Rental Obligation Pledge

The enabling legidlation for the Authority provides that, except as otherwise provided therein,
bonds issued by the Authority thereunder shall be payable solely out of rentals or |ease payments
received by the Authority for the facilities constructed or acquired thereunder, and that, if the rent-
als paid by a state body to the Authority are insufficient to pay the principal and interest on such
bonds, the Governor may request the Legislature to appropriate additional funds to that body for
the payment of increased rentals. The Legislature may, but is not required to, make such an appro-
priation. Bonds issued pursuant to authorizing legislation of this type are sometimes referred to
herein as* Sate Lease Rental Obligation Bonds.”

Debt Issuance
Current Authority Bonds Outstanding. The 1999A Bonds of the Authority are the ninth series

of bonds to be issued under the State Facilities Master Lease Program. Under the State Facilities
Master Lease Program, no debt service reserve fund is created for any bonds issued under the In-
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denture and Lease. Under this program, all Bonds are issued on a parity basis and are
cross—collateralized by the Facilities subject to the lien of the Indenture and the Mortgages. The
1999A Bonds are not classified as State Moral Obligation Bonds as defined in “ DEBT STRUC-
TURE OF THE STATE OF UTAH—Revenue Bonds and Notes—-Covenant Regarding Legislative
Appropriations’ below. However, such bonds are considered to be State Lease Rental Obligation
Bonds.

The other series of bonds issued by the Authority, as listed below under the caption “1ssued
Under Separate Stand Alone Legal Documents,” are not issued on a parity basis with the
1999A Bonds or each other. Separate debt service reserve funds have been established and funded
for each of these other series of bonds. As of August 26, 1999 (the scheduled closing date of the
1999A Bonds), the Authority has outstanding the following bonds:

Issued (On A Parity Basis) Under The Sate Facilities Master Lease Program

Outstanding

Q) Origina Fina as of
Series Purpose Amount Maturity Date Aug. 26, 1999
1999A (2) Various purpose $ 9,455,000 May 15,2021 $ 9,455,000
1998C (3) Refunding 105,100,000 May 15, 2019 105,100,000
1998A (3) Various purpose (9) 25,710,000 May 15, 2020 25,460,000
1998B (3) University of Utah 23,091,478 May 15, 2005 23,091,478
1997A (4) DABC 1997A Fecilities 4,150,000 May 15, 2018 4,085,000
1996B (5) University of Utah 16,875,000 May 15, 2013 16,075,000
1996A (6) Various purpose 44,725,000 May 15, 2007 (10) 13,485,000
1995A (7) Various purpose 93,000,000 May 15, 2007 (10) 28,250,000
1994A (8) Various purpose 30,915,000 May 15, 2005 (10) 10,040,000
Total State Facilities Master Lease Program Bonds....................oeeeene $235,041,478

(1) Unlessas otherwise indicated, the Authority’ s bonds issued under the State Facilities Master Lease Program
have an underlying rating of “Aa2” by Moody’s and “AA” by S& P, as of the date of this OFFICIAL STATE-
MENT. No rating was requested from Fitch, or any other rating agency.

(2) For purposes of this OFFICIAL STATEMENT, the 1999A Bonds will be considered issued and outstanding.
The 1999A Bonds are rated “Aaa’ (FSA Insured) by Moody’s, and “AAA” (FSA Insured) by S& P, as of the
date of this OFFICIAL STATEMENT.

(3) The Series 1998C Bonds, the Series 1998B Bonds and the Series 1998A Bonds arerated “Aaa’ (FSA Insured)
by Moody’s, and “AAA” (FSA Insured) by S& P, as of the date of this OFFICIAL STATEMENT.

(4) The Series 1997A Bonds are rated “Aad’ (Ambac Assurance Insured) by Moody’sand “AAA” (Ambac Assur-
ance Insured) by S& P, as of the date of this OFFICIAL STATEMENT.

(5) The Series 1996B Bonds are rated “Aaa’ (MBIA Insured) by Moody’sand “AAA” (MBIA Insured) by S& P, as
of the date of this OFFICIAL STATEMENT.

(6) Portions of this bond have been refunded by the Series 1998C Bonds.

(7) Portions of this bond have been refunded by the Series 1998C Bonds. The payment of the principal of and in-
terest on the Series 1995A Bonds maturing on May 15, 2001, when due isinsured by a municipal bond insur-
ance policy issued by Ambac Assurance Corporation. These insured Series 1995A Bonds are rated “Aaa’ (Am-
bac Assurance Insured) by Moody’s, and “AAA” (Ambac Assurance Insured) by S& P, as of the date of this
OFFICIAL STATEMENT. The Series 1995A Bonds maturing on May 15, 2000, and May 15, 2002 through
2007, inclusive, are not insured but are rated by Moody’s and S&P.

(8) Portions of this bond have been refunded by the Series 1998C Bonds.

(9) A portion of this bond (in the amount of $10.4 million) is exempt from the Authority’s borrowing capacity
statutory limit.

(10) Final maturity date after portions of this bond were refunded by the Series 1998C Bonds.
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Issued Under Separate Stand Alone Legal Documents

Outstanding

Q) Origina Fina as of
Series Purpose Amount Maturity Date Aug. 26, 1999
1993A..... Human Services Building $6,230,000 January 1, 2013 $5,080,000
1993B..... State Board of Education 8,160,000 January 1, 2014 6,780,000
1992A..... Employment Secur. (ref.) 26,200,000 August 15, 2011 19,510,000
1992B..... Y outh Corrections 1,380,000 August 15, 2011 1,060,000
Total Authority’s other bonds............coovviiiiiiiiii $32,430,000

(1) These outstanding lease revenue bonds of the Authority arerated “Aa2” by Moody’s, and “AA” by S&P, as of
the date of this OFFICIAL STATEMENT. No rating was requested from Fitch or any other rating agency.

Summary
Total State Facilities Master L ease Program Bonds outstanding...................... $235,041,478
Total Authority’s other bonds outstanding...........cccoevvviiiiiiiiiiiieeeeen. 32,430,000
0 ] = $267,471,478

(Source: Financial Advisor.)

Authorized Lease Revenue Bonds and Future Bonds Issuance. The Authority has approxi-
mately $2.51 million of authorized, un—sold lease revenue bonds. The Authority does not antici-
pate the issuance of additional lease revenue bonds during the Fiscal Y ear Ending June 30, 2000.

No Defaulted Authority Bonds Or Failures By The State To Renew L ease
As of the date of this OFFICIAL STATEMENT, neither the Authority nor the State has ever
failed to pay when due the principal of and interest on its bonded indebtedness and other payment

obligations related thereto. As of the date of this OFFICIAL STATEMENT, the State has never
failed to renew an annually renewable lease.

(The remainder of this page has been intentionally Ieft blank.)
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Debt Service Schedule of Outstanding L ease Revenue Bonds (State Building Owner ship Authority) (Fiscal Year)

| ssued under the State Facilities Master Lease Program

Fiscal Series 1999A Series 1998C Series 1998A Series 1998B
Y ear Ending $9,455,000 $105,100,000 $25,710,000 $23,091,478
June 30 Principal Interest Principa Interest Principal Interest Principal Interest

2000............. $ 0 $ 400,351 $ 45,000 $ 5,747,370 $ 2,085,000 $ 1,234,665 $ 0o 3 0
55,000 507,488 45,000 5,745,660 2,175,000 1,140,840 0 0
265,000 504,600 50,000 5,743,905 2,265,000 1,042,965 0 0
300,000 490,688 50,000 5,741,930 2,370,000 941,040 0 0
310,000 474,938 50,000 5,739,930 2,485,000 822,540 0 0
330,000 458,663 55,000 5,737,930 2,615,000 698,290 23,091,478 8,493,522
345,000 441,338 1,120,000 5,735,675 705,000 567,540 - -
365,000 423,225 1,170,000 5,688,635 735,000 536,520 - -
380,000 404,063 7,715,000 5,638,325 775,000 503,445 - -
405,000 384,113 8,130,000 5,214,000 805,000 468,570 - -
425,000 362,850 8,575,000 4,766,850 840,000 431,540 - -
2011............. 450,000 340,538 9,065,000 4,295,225 885,000 392,060 - -
2012............. 470,000 316,913 8,995,000 3,796,650 920,000 349,580 - -
2013............. 495,000 292,238 9,490,000 3,301,925 970,000 (t9) 304,500 - -
525,000 266,250 10,010,000 2,779,975 1,025,000 (t9) 253,575 - -
550,000 (t11) 238,425 9,540,000 2,229,425 1,070,000 (t9) 199,763 - -
580,000 (t11) 208,175 9,950,000 (t10) 1,704,725 1,130,000 (t9) 143,588 - -
615,000 (t11) 176,275 9,835,000 (t10) 1,157,475 1,190,000 (t9) 84,263 - -
640,000 (t11) 142,450 8,940,000 (t10) 616,550 135,000 (t9) 21,788 - -
680,000 (t11) 107,250 2,270,000 (t10) 124,850 135,000 (t9) 14,700 - -
720,000 (t11) 69,850 - - 145,000 (t9) 7,613 - -
2021............. 550,000 (t11) 30,250 — — — — — —
Totas........... $ 9,455,000 $ 7,040,931 $ 105,100,000 $ 81,507,010 $ 25,460,000 $ 10,159,385 $ 23,091,478  $ 8,493,522

(t11) Mandatory sinking fund payments from a $4,335,000 5.50%, term bond due May 15, 2021.
(t20) Mandatory sinking fund payments from a $30,995,000 5.50%, term bond due May 15, 2019.
(t9) Mandatory sinking fund payments from a $5,800,000, 5.25%, term bond due May 15, 2020.
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Debt Service Schedule of Outstanding L ease Revenue Bonds (State Building Owner ship Authority) (Fiscal Y ear)—continued

I ssued under the State Facilities Master Lease Program—continued

Fiscal Series 1997A Series 1996B Series 1996A Series 1995A Series 1994A
Y ear Ending $4,150,000 $16,875,000 $44,725,000 $93,000,000 $30,915,000

June 30 Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest
2000............. $ 135,000 $ 199,273 $ 820,000 $ 829,340 $ 1,390,000 $ 741,675 $ 2,965,000 $ 1,450,928 $ 1,470,000 $ 538,646
2001............. 140,000 193,063 860,000 788,340 1,470,000 665,225 3,125,000 1,298,972 1,540,000 463,676
2002............. 145,000 186,623 900,000 745,340 1,540,000 584,375 3,275,000 1,138,816 1,620,000 383,596
2003............. 155,000 179,953 945,000 700,340 1,630,000 499,675 3,450,000 970,972 1,710,000 297,736
2004............. 160,000 172,823 995,000 653,090 1,720,000 410,025 3,575,000 794,160 1,805,000 205,396
2005............. 170,000 165,463 1,040,000 603,340 1,820,000 315,425 3,760,000 610,942 1,895,000 106,120
2006............. 180,000 157,643 1,095,000 551,340 1,905,000 215,325 3,945,000 418,242 0 0 ()
2007.......cu... 190,000 149,363 1,150,000 496,590 2,010,000 110,550 4,155,000 216,060 0 0()
2008............. 195,000 140,623 1,205,000 439,090 0 0() 0 0 0 o)
2009............. 205,000 131,458 1,270,000 377,635 0 0(r) 0 0(r) 0 0 ()
2010............. 215,000 121,618 1,335,000 311,595 0 0(r) 0 0(r) 0 o)
2011............. 230,000 111,298 1,410,000 (t7) 240,840 0 0(r) 0 0(r) 0 0 ()
2012............. 240,000 100,028 1,485,000 (t7) 164,700 0 0(r) 0 0(r) 0 0 ()
2013............. 250,000 88,028 1,565,000 (t7) 84,510 0 0() 0 0 () 0 o)
2014........... 265,000 75,528 - - 0 0(r) 0 0(n 0 0 ()
2015............. 280,000 (t8) 62,013 - - 0 0(r) 0 0(r) 0 0 ()
2016............. 295,000 (t8) 47,663 - - 0 0 (r5) 0 0@ 0 o)
2017 310,000 (t8) 32,544 - - 0 0(r) 0 0(r) 0 0 ()
2018............. 325,000 (t8) 16,656 - - 0 0(r) 0 0 (rd) 0 0 (r3)
2019............. - - - - 0 0 (r6) - - - -
2020............. - - — - — — - - - -
2021............. — — - — — — — — — —
Totals........... $ 4,085,000 $ 2,331,661 $ 16,075,000 $ 6,986,090 $ 13,485,000 $ 3,542,275 $ 28,250,000 $ 6,899,092 $ 10,040,000 $ 1,995,170

(t8) Mandatory sinking fund payments from a $1,210,000, 5.125%, term bond due May 15, 2018.
(t7) Mandatory sinking fund payments from a $4,460,000, 5.40%, term bond due May 15, 2013.
(r) Principa and interest have been refunded by the 1998C Bonds.
(r6) Principa and interest have been refunded by the 1998C Bonds ($7,960,000, 6.00%, term bond which was due May 15, 2019).
(r5) Principal and interest have been refunded by the 1998C Bonds ($5,140,000, 6.00%, term bond which was due May 15, 2016).
(r4) Principa and interest have been refunded by the 1998C Bonds ($18,555,000, 5.75%, term bond which was due May 15, 2018).
4 (r3) Principal and interest have been refunded by the 1998C Bonds ($3,425,000, 6.25%, term bond which was due May 15, 2018).
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Debt Service Schedule of Outstanding L ease Revenue Bonds (State Building Owner ship Authority) (Fiscal Year)—continued

I ssued Under Stand Alone Legal Documents

Fiscal Series 1993B; $8,160,000 Series 1993A; $6,230,000 Series 1992B; $1,380,000 Series 1992A; $26,200,000
Y ear Ending Total Debt Total Debt Total Debt Total Debt
June 30 Principal Interest Service Principal Interest Service Principal Interest Service Principal Interest Service

2000............. $ 315,000 $ 339761 $ 654761 $ 260,000 $ 253315 $ 513315 $ 60,000 $ 62,030 $ 122030 $ 1115000 $ 1,131,093 $ 2,246,093
330,000 325,586 655,586 270,000 241,615 511,615 65,000 58,794 123,794 1,175,000 1,070,408 2,245,408
345,000 310,736 655,736 285,000 229,465 514,465 65,000 55,349 120,349 1,240,000 1,005,945 2,245,945
360,000 294,866 654,866 300,000 216,355 516,355 70,000 51,703 121,703 1,310,000 936,923 2,246,923
380,000 278,126 658,126 315,000 202,405 517,405 75,000 47,714 122,714 1,380,000 863,275 2,243,275
395,000 260,076 655,076 330,000 187,443 517,443 80,000 43,373 123,373 1,460,000 784,445 2,244,445
415,000 240,820 655,820 345,000 171,355 516,355 85,000 38,669 123,669 1,545,000 699,533 2,244,533
440,000 220,070 660,070 360,000 154,105 514,105 90,000 33,638 123,638 1,640,000 608,350 2,248,350
460,000 198,070 658,070 380,000 136,105 516,105 95,000 28,319 123,319 1,735,000 511,319 2,246,319
485,000 174,610 659,610 400,000 116,725 516,725 100,000 22,713 122,713 1,835,000 408,681 2,243,681
510,000 149,633 659,633 425,000 96,125 521,125 105,000 16,819 121,819 1,945,000 300,006 2,245,006
540,000 (t2) 123,113 663,113 445,000 (t1) 74,025 519,025 110,000 10,500 120,500 2,060,000 184,863 2,244,863
570,000 (t2) 94,763 664,763 470,000 (t1) 50,663 520,663 120,000 3,600 123,600 2,185,000 62,819 2,247,819
600,000 (t2) 64,838 664,838 495,000 (t1) 25,988 520,988 - - - - - -
635,000 (t2) 33,338 668,338 - - - - - - - - -

2021............. - - - - — - — — — - - -

Totals........... $ 6,780,000 $ 3,108,406 $ 9,888,406 $ 5,080,000 $ 2155689 $7,235689 $ 1,120,000 $473221 $1,593221 $ 20,625,000 $ 8,567,660 $ 29,192,660

(t2) Mandatory sinking fund payments from a $2,345,000, 5.25%, term bond due January 1, 2014.
(t1) Mandatory sinking fund payments from a $1,410,000, 5.25%, term bond due January 1, 2013.



Debt Service Schedule of Outstanding L ease Revenue Bonds (State Building Owner ship Authority) (Fiscal Year)—
continued

Total Bondsissued Total Bondsissued Total
under State Facilities under Stand Alone All
Fiscal Master L ease Program L egal Documents L ease Obligations
Y ear Ending Total Total Total Debt Total Total Total Debt Total Totd Total Debt
June 30 Principal Interest Service Principal Interest Service Principal Interest Service

2000............ $ 8910000 $ 11142248 $ 20,052,248 $ 1,750,000 $ 1,786199 $ 3,536,199 $ 10,660,000 $ 12928447 $ 23588447
9,410,000 10,803,264 20,213,264 1,840,000 1,696,403 3,536,403 11,250,000 12,499,667 23,749,667
10,060,000 10,330,220 20,390,220 1,935,000 1,601,495 3,536,495 11,995,000 11,931,715 23,926,715
10,610,000 9,822,334 20,432,334 2,040,000 1,499,847 3,539,847 12,650,000 11,322,181 23,972,181
11,100,000 9,272,902 20,372,902 2,150,000 1,391,520 3,541,520 13,250,000 10,664,422 23,914,422
34,776,478 17,189,695 51,966,173 2,265,000 1,275,337 3,540,337 37,041,478 18,465,032 55,506,510
9,295,000 8,087,103 17,382,103 2,390,000 1,150,377 3,540,377 11,685,000 9,237,480 20,922,480
9,775,000 7,620,943 17,395,943 2,530,000 1,016,163 3,546,163 12,305,000 8,637,106 20,942,106
10,270,000 7,125,546 17,395,546 2,670,000 873,813 3,543,813 12,940,000 7,999,359 20,939,359
10,815,000 6,575,776 17,390,776 2,820,000 722,729 3,542,729 13,635,000 7,298,505 20,933,505
11,390,000 5,994,453 17,384,453 2,985,000 562,583 3,547,583 14,375,000 6,557,036 20,932,036
12,040,000 5,379,961 17,419,961 3,155,000 392,501 3,547,501 15,195,000 5,772,462 20,967,462
12,110,000 4,727,871 16,837,871 3,345,000 211,845 3,556,845 15,455,000 4,939,716 20,394,716
12,770,000 4,071,201 16,841,201 1,095,000 90,826 1,185,826 13,865,000 4,162,027 18,027,027
11,825,000 3,375,328 15,200,328 635,000 33,338 668,338 12,460,000 3,408,666 15,868,666
11,440,000 2,729,626 14,169,626 - - - 11,440,000 2,729,626 14,169,626
11,955,000 2,104,151 14,059,151 - - - 11,955,000 2,104,151 14,059,151
11,950,000 1,450,557 13,400,557 - - - 11,950,000 1,450,557 13,400,557
10,040,000 797,444 10,837,444 - - - 10,040,000 797,444 10,837,444
3,085,000 246,800 3,331,800 - - - 3,085,000 246,800 3,331,800
865,000 77,463 942,463 - - - 865,000 77,463 942,463
2021............. 550,000 30,250 580,250 - — - 550,000 30,250 580,250
Totals.......... $235041,478  $128955136  $ 363,996,614 $ 33605000 $14,304976  $ 47,909,976 $268,646478  $143260,112  $ 411,906,590

(Source: The Authority.)



State Building Board

The State Building Board consists of seven voting members who are appointed by the Gover-
nor. The membership of the board is always the same as the membership of the Authority. In addi-
tion, the director of the Governor’ s Office of Planning and Budget of the State is a non—voting
member of the board. The board acts as a policy—making board for the Division. The board’s cur-
rent statutory responsibilities include the preparation and maintenance of afive-year building plan
for submission to the Governor and the Legisature, the establishment of design and construction
standards for State facilities, the establishment of procurement rules for the design and construction
and leasing of State facilities, and the establishment of policies and procedures regarding the func-
tions of the Division.

Division Of Facilities Construction And Management

The Division was created by the 1981 Legislature as part of a reorganization which brought
several administrative functions under the newly created Department of Administrative Services.
Prior to that time, the Division’ s functions were handled by the State Building Board. The Division
currently acts as staff to the State Building Board and assists it in carrying out its functions.

The Division is responsible for the design and construction of the facilities used by all State
agencies and institutions. The Division contracts with private architectural, engineering, and con-
struction firms for the design and construction of facilities. The Division reviews plans prior to
bidding and supervises the design and construction processes. The Division also assists the State
Building Board in the analysis of facility needs and the prioritization of capital projects.

The Division isresponsible for the leasing of all facilities for state agencies with some excep-
tions. Information regarding leases is submitted annually to the Legislature for its review and ap-
proval. Other responsibilities of the Division include the management and maintenance of many
State facilities, the allocation of space among State agencies, and the ownership of much of the
State’ sreal property.

THE FACILITIES
The Mortgaged Facilities As Security For The 1999A Bonds

The 1999A Bonds are equally and ratably secured by the lien of the Indenture and the Lease,
subject to the terms, conditions, limitations and exceptions set forth therein. Upon the occurrence
of an Event of Default under the Indenture or the occurrence of an Event of Nonappropriation un-
der the Lease, the State shall be required to vacate the Mortgaged Facilities, the Trustee shall have
all rights and remedies to take possession of the Mortgaged Facilities as trustee for the benefit of
the Owners of the 1999A Bonds, and the Trustee may exercise various remedies against or with
respect to the Mortgaged Facilities under the Indenture and the Lease for the proportionate benefit
of the Owners of the 1999A Bonds, subject to the limitation on remedies and acceleration during
acquisition and construction of any of the Facilities. See in this section “ Cross—Collateralization”
below. See “SECURITY FOR THE 1999A BONDS—The Lease and the Indenture” above. Un-
der the Lease, an Event of Nonappropriation will occur if the Legislature fails or refuses to specifi-
cally appropriate moneys sufficient to pay the Rentals with respect to a portion of the Facilities
coming duein any fiscal year under the L ease.

Certain of the hereinafter described Facilities are part of larger projects, additional funding for
which comes from sources other than Bonds issued under the Indenture (“Non—Bond Financed
Projects’). Such Non-Bond Financed Projects are not part of the Facilities securing the
1999A Bonds under the Indenture and the Lease, except to the extent, if any, covered by the ap-
propriate Site L eases where necessary to provide requisite structural support for the respective Fa-
cilities.
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The 1999A Facilities
The 1999A Facilitiesinclude the acquisition and construction of certain facilities consisting of:

(a) the construction of an administration office building for the Department of Corrections and
the Board of Pardons and Parole Administration of the State and related facilities, property and im-
provements on land located in Salt Lake County, Utah, owned by the State and leased to the
Authority;

(b) the construction of a Correctional Industries Facility at the Central Utah Correctional Facil-
ity located in Gunnison City, Utah for the Department of Corrections of the State and related facili-
ties, property and improvements on land located in Sanpete County, Utah, owned by the State and
leased to the Authority; and

(c) the acquisition and construction of two State—operated al coholic beverage outlets and related
facilities, property and improvements for the Department of Alcoholic Beverage Control of the
State (collectively, the “1999A Projects’ or the “ 1999A Facilities’).

The Facilities

Set forth below isabrief description of the Facilities financed with a portion of the proceeds of
the Prior Parity Bonds.

The Facilities consist of 27 separate facilities, located in various counties within the State, that
are used by various departments of State government and state bodies including the Department of
Alcoholic Beverage Control, the University of Utah, the College of Eastern Utah, various District
and Juvenile Courts, the Department of Community and Economic Devel opment, the Department
of Human Services, the Department of Natural Resources and its Division of Parks and Recrea-
tion, the State Office of Education, the Department of Environmental Quality, the Department of
Transportation and others. The most significant of these facilitiesinclude:

(i) The State Courts Complex, afive-story structure with approximately 417,000 square
feet of space located in Salt Lake City;

(i) The Huntsman Cancer Institute, a $48 million dollar cancer research center now under
construction adjacent to the University of Utah's Heath Sciences Center. This 214,000
square—foot, six—story facility was financed with $15 million of Bonds issued by the Authority
and various public and private contributions;

(iii) The University of Utah new student housing facilities, a $120.1 million project now
under construction on the University of Utah campus. These facilities are financed with ap-
proximately $23 million of Bonds issued by the Authority, $86 million issued by the Univer-
sity of Utah, and the remaining from available moneys from the University and interest during
construction. The student housing facilities described above do not constitute part of the Mort-
gaged Facilities and no mortgage lien or other security interest has been created with respect to
such facilities for the security of the 1999A Bonds. However, the Authority has granted a
leasehold mortgage on a performing arts auditorium at the University of Utah known as
Kingsbury Hall, which isincluded in the Mortgaged Facilities,

(iv) Two office buildings located in Salt L ake City, totaling approximately 77,000 square
feet of space, used by the Department of Environmental Quality (“DEQ”);

(v) The acquisition of aYouth Corrections Facility in Salt Lake County to be used by the
Department of Human Services,

(vi) An office building of approximately 95,000 square feet, used by the Department of
Natural Resources (“DNR”);
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(vii) An office building of approximately 137,000 square feet in Salt Lake County used by
the Department of Community and Economic Development (“DCED”); and

(viii) The Davis County Courts Complex.

The following table provides summary information regarding the Facilities:

Scheduled
Collatera
Construction Release Date
Facility Status _(May 16) (1)_
State Courts Complex......... Completed—1998 2018
DEQOffice......covvvvrnnnnnn. Completed—1993-1995 2014
Huntsman Cancer Institute.... Scheduled—1999 2013
Youth Corrections.............. Completed—1998 2017
DCED Office........ceevvnen... Completed—1999 2019
DNR Office........coceueennen. Completed—1997 2017
Davis County Courts.......... Completed—1999 2019
All Other Facilities............. Completed/under construction 20052021

(1) See“Release Of Portions Of Facilities-Scheduled Release of Facilities” below.
Cross—Collateralization

Subject to the next succeeding paragraph, pursuant to the Indenture and the Lease, all of the
1999A Bonds issued under the Indenture, are cross—collateralized in that the Authority has granted
to the Trustee, for the benefit of the Owners of all of the 1999A Bonds, a mortgage and security
interest in all of the Authority’ sright, title and interest in the Mortgaged Facilities. The occurrence
of an Event of Default under the Indenture or an Event of Nonappropriation under the Lease will
entitle the Trustee to take possession of the Mortgaged Facilities and to exercise its rights and
remedies to the extent provided in the Indenture against the Mortgaged Facilities in such manner
and order as the Trustee determines to be in the best interests of the Owners of the 1999A Bonds
then outstanding. However, the security interest in the Mortgaged Facilities may be released prior
to the payment of all of the 1999A Bonds as described below under “Release of Portions of Facili-
ties—Release of Portions of Facilities Upon Discharge of Related Series of Bonds.”

Release Of Portions Of Facilities

Under the terms and conditions provided therefor in the Indenture and the Lease, portions of
the Facilities may be released from the liens of the Indenture and the Mortgages and the terms of
the Lease asfollows:

General Release of Portions of Facilities

So long as no Event of Default or Event of Nonappropriation has occurred under the Lease and
is then continuing, the State and the Authority may make, from time to time, without the consent of
the Trustee or the Owners of the 1999A Bonds, such modifications, alterations, amendments or
additions to, or deletions from, the sites on which any of the Mortgaged Facilities are |ocated as the
State and the Authority mutually agree to be necessary and desirable to facilitate the use and devel-
opment by the State, its successors, permitted sublessees and assigns, of such sites; provided,
however, that the portions of each such respective site remaining subject to the Lease and the In-
denture after any such modification, alteration, amendment to, or deletion from, such site shall
(i) be capable of being operated as a separate and independent functional unit without additional
cost to the occupant, (ii) be asingle legal parcel of land or a combination of contiguous legal par-
cels, (iii) include the Facilities located on each such respective site financed with the proceeds of
sale of the 1999A Bonds or the replacement of such Facilities, (iv) have adequate access to and
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from public streets and easements for the maintenance of all utilities and (v) not be in violation of
any applicable law, rule, regulation, ordinance, covenant or restriction relating thereto. The State
and the Authority covenant in the Lease not to agree to any modification, alteration, amendment or
addition to or deletion from the sites on which any of the Mortgaged Facilities are located that
would reduce the fair rental value of the Facilities remaining subject to the Lease (such value to be
determined in each instance with reference to the value to the State based upon its use of the Facili-
ties under the L ease and not with reference to such value as may be applicable for a different use or
by adifferent user of the Facilities) below the Rentals payable under the L ease or adversely affect
the excludibility from gross income for federal income tax purposes of interest on the
1999A Bonds or otherwise adversely affect the purposes for which the Authority acquired the Fa-
cilitiesand for which the State is leasing the Facilities pursuant to the Lease.

Release of Portions of Mortgaged Facilities Upon Exercise of Purchase Option

The Authority’ sinterest in any portion of the Mortgaged Facilities representing separate Facili-
ties shall be transferred to the State and title thereto shall thereupon vest in the State upon the exer-
cise by the State of its option to purchase such separate Facilities upon the terms and conditions
provided in the Lease.

Release of Portions of Mortgaged Facilities Upon Discharge of Related Series of Bonds

At such time as all Bonds of one or more Series issued to finance or refinance any separately
identifiable portion of the Mortgaged Facilities are deemed to be paid under the Indenture, such
Bonds shall no longer be secured by or entitled to the benefits of the Indenture or the Mortgages,
except for the purposes of registration and exchange of Bonds and from moneys or Government
Obligations (asthat term is defined in the Indenture) deposited with or for the benefit of the Trustee
therefor, and the Trustee shall release the liens and security interests granted by the Indenture and
the Mortgages with respect to such portions of the Mortgaged Facilities.

Release of Portions of Facilities

So long as no Event of Nonappropriation or Event of Default has occurred and is then con-
tinuing under the L ease or the Indenture, the State shall be entitled to designate to the Authority and
the Trustee components of certain Mortgaged Facilities to be released from the security interests
and lien granted to the Trustee by the Indenture and the related Mortgage, but only to the extent that
the value of the Mortgaged Facilities remaining subject to such security interests and lien immedi-
ately after such proposed release is not |ess than the then unpaid principal balance of the portion of
the Base Rentals relating to the remaining components of such Mortgaged Facilities.

Scheduled Release of Facilities

So long as no Event of Default has occurred and is then continuing under the Indenture or the
Mortgage relating to a Facility to be released and assuming the State has not previously exercised
its option to purchase such Mortgaged Facilities, the security interest and liens granted to the Trus-
tee by the Indenture and such Mortgage are scheduled to be released on certain dates specified in
the Lease and the Indenture.

Notwithstanding anything to the contrary in the Lease, no portion of the Mortgaged Facilities
shall be released, unless, in each instance, the State delivers to the Trustee, the Authority and each
of the Appropriate Rating Agencies written notice of the proposed release at least 10 daysin ad-
vance of such release together with a certificate executed by an Authorized L essee Representative to
the effect that the release of the portion of the Facilities identified in the applicable notice required
by the Lease will not reduce the fair rental value of the Mortgaged Facilities remaining subject to
the Lease (such value to be determined in each instance with reference to the value to the State
based upon its use of the Mortgaged Facilities under the Lease and not with reference to such value
as may be applicable for adifferent use or by adifferent user of the Mortgaged Facilities) below the
Rentals payable under the L ease from and after such release.
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M aintenance Of The Facilities

The State has agreed in the Lease, at its own expense, to maintain, manage and operate the Fa-
cilitiesin good order, condition and repair, ordinary wear and tear excepted. The State will provide
or cause to be provided for al power, gas, telephone, light, heating and water and all other public
utility services. See “APPENDIX A—BASIC DOCUMENTATION-THE LEASE-Maintenance
and Operation” below.

STATE OF UTAH GOVERNMENTAL ORGANIZATION

The State maintains many internet sites. Several sites are indicated below and may be accessed
at the following internet addresses:

0] = L= http://www.state.ut.us
State TrEASUIEr ... ..veie it ee e http://www.treasurer.state.ut.us
DIVISION Of FINANCE ...t http://www.finance.state.ut.us
Governor’s Office of Planning and Budget................ http://www.governor.state.ut.us/gopb
Governor’'s OffiCe....uvii i, http://www.governor.state.ut.us
D M e e http://www.dfcm.state.ut.us

The information available at the internet sites shown above is provided by the State in the
course of its normal operations and has not necessarily been reviewed for accuracy or complete-
ness. Such information has not been provided in connection with the offering of the 1999A Bonds
andisnot a part of this OFFICIAL STATEMENT.

The following description of State government emphasizes those functions of government that
might have a direct bearing or effect on the financial condition of the State and the State’ s bonded
indebtedness, and is not intended as a detailed description of al functions of the State’ s government.

Governmental Departments

The Constitution of the State (the “ State Constitution”) divides the powers of government into
three distinct departments: the Legidative Department, the Executive Department and the Judicial
Department.

L egislative Department

The Legidature is composed of a Senate (29 members) and a House of Representatives
(75 members). The Legidature meets annually for 45 calendar days beginning the third Monday in
January.

The Legidature establishes basic State policies and prescribes administrative functions through
its lawmaking, investigative and fiscal powers. The Legislature imposes taxes to provide revenue
and makes appropriations to carry out all the activities of State government. The Legislature also
provides some financial support of certain local activities, such as roads and schools.

Executive Department

The Executive Department consists of the offices of Governor, Lieutenant Governor, State
Auditor, State Treasurer, and Attorney General, each of which is an elective office. The terms of
office of each of these officials are four years each and run concurrently. Current executive de-
partment members and their respective termsin office are as follows:
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Office Person Timein Office  Expiration of Term
Governor............... Michadl O. Leavitt SiX years January 2001
Lieutenant Governor..  Olene S. Walker SiX years January 2001
State Auditor........... Auston G. Johnson, 111, CPA three years January 2001
State Treasurer ........ Edward T. Alter, CPA eighteen years January 2001
Attorney Generdl...... Jan Graham, J.D. SiX years January 2001

Judicial Department

The State Constitution provides that the “judicial power of the State shall be vested in a su-
preme court, in atrial court of general jurisdiction known as the district court, and in such other
courts as the legislature by statute may establish.” The State statutes list such other courts as the
Court of Appeals, the circuit courts, the juvenile courts, justices courts, and the small clam
courts. The Supreme Court, the Court of Appeals, the district courts, the circuit courts, and the
juvenile courts are all courts of record. In addition, most departments and agencies of the State
have administrative proceedings which are conducted pursuant to the Utah Administrative Proce-
dures Act by administrative law judges or hearing officers, whose determinations are subject to
appeal through the judicial system.

Certain Commissions And Agencies

The following contains information regarding certain State commissions and administrative
agencies in finance, administration and planning of State government:

Utah State Tax Commission

The Utah State Tax Commission (the “ State Tax Commission”) is afour—member commission
with members appointed by the Governor with the consent of the Senate. No more than two mem-
bers of the State Tax Commission may be of the same political party. The State Tax Commission
has a number of operating divisions, each of which is responsible for administering major areas of
tax and collection. The State Tax Commission’s powers and responsibilities include, among oth-
ers, the following:

[J administration, supervision and enforcement of the tax laws of the State and the formula-
tion of State tax policy through rules, guidelines and directives;

[0 assessment and equalization of “centrally—assessed properties’ including mines, railroads,
public utilities, pipelines and certain other properties;

0 administration of funding for the minimum school program and levying the State-wide
minimum basic property tax rate based on appropriations set by the Legidature;

[0 collection of various state taxes, including State sales and use tax, local option sales taxes,
individual income tax, corporate franchise (income) taxes, and motor fuel and special fuel
taxes;

[0 collection and distribution of the local option sales taxes and seven additional optional sales
taxes to the State’ s cities, towns and counties; and

[0 administration of the State’ s motor vehicle registration laws.

Department Of Administrative Services

The Department of Administrative Services (the “Department”) coordinates the agencies that
provide administrative support to State government. The Department also provides administrative
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support and staff services to the Utah State Building Ownership Authority and to the Utah State
Building Board.

Among the purposes of the Department are to provide effective, coordinated management of
State administrative services, to serve the public interest by providing servicesin a cost—effective
and efficient manner, and by eliminating unnecessary duplication, to enable administratorsto re-
spond effectively to technological improvements, to emphasize the service role of State administra-
tive service agencies in meeting the service needs of user agencies, and to protect the public interest
by insuring the integrity of the fiscal accounting procedures and policies which govern the opera-
tion of agencies and ingtitutions to assure that funds are expended properly and lawfully. The De-
partment is presently composed of the following divisions. Finance; Facilities Construction and
Management; Administrative Rules; Archives and Records; Information Technology Services; Pur-
chasing and Genera Services; Risk Management; Fleet Services; and Debt Collection.

Division of Finance. The Director of Finance is appointed by the Executive Director of the De-
partment with the Governor’s approval and serves at the pleasure of the Executive Director. The
Director of Finance isthe State’'s Chief Fiscal Officer and, ex—officio, the State’s Accounting Offi-
cer. The statutes creating the Division of Finance give it authority and responsibility to:

0 maintain financial accounts for State departments, including work programs, appropria-
tions, allotments and expenditures;

maintain a central accounting system and approve accounting systems of State departments,
supervise enforcement of travel rules and regulations;

audit al claims against the State for which an appropriation has been made;

O o 0O 0O

approve proposed expenditures for the purchase of all supplies and services requested by
State agencies except institutions of higher education; and

[0 issuefinancial reports of the State and report financial information to the Governor and
L egidature when requested.

Governor’s Office Of Planning And Budget

A major function of the Governor’s Office of Planning and Budget, in cooperation with the
Governor and the Division of Finance, is the budgeting of State finances. The budgeting processis
asfollows:

Budget Preparation. Spending agencies must prepare a contemplated work program and the es-
timated requirements to accomplish the program, together with the source of funds available for its
financing. Budget requests with supporting information and revenue projections are reviewed by
the Governor, who transmits his own budget recommendations to the L egislature.

Review and Adoption. The Legidlature reviews the budget requests, together with all other re-
lated information, and adopts a final budget in the amount it deems advisable for each activity in
relation to all other functions of the governmental unit. It is primarily the prerogative of the Legis-
lature to determine the mgjor policies and programs.

Budget Execution. The spending agencies carry out their planned programs within the limita-
tions prescribed by the Legidature. The Division of Finance and the Governor’s Office of Planning
and Budget review all planned expenditures by spending agencies to make sure that they conform
with and do not exceed the limits authorized by the Legislature. This review isintended primarily
to insure that expenditures are authorized by the law.
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DEBT STRUCTURE OF THE STATE OF UTAH
L egal Borrowing Authority

Constitutional and Statutory Limitations on State Indebtedness

Condtitutional. Article X1V, Section 1 of the State Constitution limits the State to atotal general
obligation debt not to exceed in the aggregate at any one time an amount equal to 1.5% of the value
of the taxable property of the State, as shown by the last assessment for State purposes, previous
to the incurring of such debt. Using the estimated 1998 value of $134,600,515,460, the debt limit
of the State is approximately $2,019,007,732.

Asof August 26, 1999 (the scheduled closing date of the 1999A Bonds the State’ stotal general
obligation debt then outstanding will be $1,212,325,000, leaving available to the State approxi-
mately $806,682,732 of additional general obligation borrowing capacity authorized by the State
Constitution. Seein this section “ Authorized and Unissued General Obligation Bonds™ below.

Satutory. Title 63, Chapter 38c, Utah Code (the “ State Appropriations and Tax Limitation
Act”), among other things, limits the maximum genera obligation borrowing authority of the State.
Under the State Appropriations and Tax Limitation Act, the outstanding general obligation debt of
the State may not exceed 20% of the maximum allowable appropriations limit provided in that act,
which limits State government appropriations based upon aformulathat reflects the average of
changes in personal income and the combined changesin population and inflation.

In 1997, the Legislature passed |legislation which exempts certain general obligation highway
bonds from the limitation of the State Appropriations and Tax Limitation Act. Seein this section
“General Obligation Indebtedness’ below.

Under the State Appropriations and Tax Limitation Act, the State may have total outstanding
general obligation debt of approximately $733,962,600 (20% of $3,669,813,000) for its fiscal
year beginning July 1, 1999 and ending June 30, 2000 (the “Fiscal Year Ending
June 30, 2000").

Considering the general obligation bonds that will be outstanding on August 26, 1999 (less the
“statutory” exempt highway bonds, in the amount of $908,000,000), the then remaining general
obligation borrowing capacity of the State under the State Appropriations and Tax Limitation Act
will be approximately $429,637,600 for the Fiscal Y ear Ending June 30, 2000. As additional
general obligation bonds are issued and outstanding genera obligation bonds are retired, the
maximum general obligation borrowing authority of the State under the State Appropriations and
Tax Limitation Act will fluctuate. The State Appropriations and Tax Limitation Act may be
amended in the same manner as any other statute (by majority vote of both houses of the Legisa-
ture).

The calculation of the historical constitutional debt limit, the general obligation debt, the addi-
tional general obligation debt incurring capacity, and the statutory debt limit for the State for each
of the Fiscal Y ears Ended June 30, 1995 through 1999 is as follows:



Fiscal Y ear Ended June 30 (in thousands) (1)

1999 (2) 1998 1997 1996 1995

Taxable Value.................... $99,916,963 $93,202,827 $83,435,302 $74,212,122 $65,906,137
Fair Market Vaue or

Market Value (3)............. $134,600,515  $125,705,071  $111,885,862 $99,271,564 $77,647,309
Constitutional:
Constitutional Debt Limit

(Fair Market Value

times 1.5%0).......cccceeeennn. $2,019,008 $1,885,576 $1,678,288 $1,489,074 $1,164,710
Outstanding General

Obligation Debt.............. (2,251,525) (1,202,310) _(367,160) _(413,185) _(430,555)

Additional General Obliga-
tion Debt Incurring
Capacity (congtitutional)...  $ 767,483 $ 683,266 $1,311,128 $1,075,889 $ 734,155

Statutory:
Statutory Debt Limit.......... $705,912 $649,676 $610,145 $561,777 $507,660
Outstanding Generad

Obligation Debt (4)......... (343,525) (602,310) (367,160) (413,185) (430,555)

Additional Genera Obliga-
tion Debt Incurring
Capacity (statutory)......... $362,387 $ 47,366 $242,985 $148,592 $ 77,105

(1) Rounded to the nearest thousand.

(2) Taxable values were calculated by reducing the fair market value of primary residentia property by 45% for the
tax years 1998 (Fiscal Y ear Ended June 30, 1999), 1997 (Fiscal Y ear Ended June 30, 1998), 1996 (Fiscal Y ear
Ended June 30, 1997), and 1995 (Fiscal Y ear Ended June 30, 1996); and 32% for the tax year 1994 (Fiscal Y ear
Ended June 30, 1995), representing a partial property tax exemption for such property.

(3) These valuation figures include the value associated with the fees in lieu of ad valorem taxes for motor vehicles
and other tangible personal property, as discussed in “FINANCIAL INFORMATION REGARDING THE
STATE OF UTAH—State Tax System—Property Tax” below.

(4) Beginning inthe Fiscal Year Ended June 30, 1998, certain general obligation highway indebtedness is exempt
from the State Appropriations and Tax Limitation Act.

(Sources: Property Tax Division, State Tax Commission (as to Taxable Value only) and the Financial Advisor.)
The 1999A Bonds are not General Obligations

Neither the 1999A Bonds nor the Lease will constitute general obligations of the State or the
Authority. See “INTRODUCTION—Security” and “—Risks Inherent In The Ownership Of The
1999A Bonds-Limited Obligations’ above.

Authorized and Unissued General Obligation Bonds

The State Bonding Commission, which issues the State’ s general obligation bonds, has statu-
tory authorization to authorize the issuance of up to approximately $29 million aggregate principal
amount of additional general obligation bonds, the proceeds of which bonds, when issued, will be
used by the Division (and other State agencies) for various construction purposes.

General Obligation Indebtedness
The State has issued general obligation bonds for general building, higher education buildings,

highway, water and wastewater facilities, flood control facilities, technology, recreation, and re-
funding purposes.
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Unless otherwise indicated below, the outstanding general obligation bonds of the State are
currently rated “AAA” by Fitch; “Aaa’ by Moody’s; and “AAA” by S&P, as of the date of this
OFFICIAL STATEMENT.

As of the dates indicated, the State expects to have the following principal amounts of general
obligation debt outstanding:

Outstanding Outstanding
Origina Final as of as of

Series Purpose Amount Maturity Date _ June 30, 1999 Aug. 26, 1999
General Obligation Bonds
1999E (1).... Building $ 38,000,000 July 1,2004  $ 0 $ 38,000,000
1999A (2).... Highway projects 89,500,000 July 1, 2016 89,500,000 89,500,000
1999B (2).... Highway projects 89,500,000 July 1, 2016 89,500,000 89,500,000
1999C (2).... Highway projects 89,500,000 July 1, 2016 89,500,000 89,500,000
1999D (2).... Highway projects 89,500,000 July 1, 2016 89,500,000 89,500,000
1998A (3).... Various purpose 265,000,000 July 1, 2012 265,000,000 265,000,000
1997F (4).... Highway projects 205,000,000 July 1, 2012 205,000,000 205,000,000
1997A......... Capital projects 8,895,000 July 1, 2002 8,895,000 8,895,000
1997B......... Capital projects 11,250,000 July 1, 2002 11,250,000 11,250,000
1997C......... Capital projects 36,355,000 July 1, 2003 36,355,000 36,355,000
1997D......... Computer system 8,500,000 July 1, 2003 8,500,000 8,500,000
1997E (4) Highway projects 135,000,000 July 1, 2012 135,000,000 135,000,000
1996........... Capital projects 20,000,000 July 1, 2002 20,000,000 20,000,000
1995A......... Capital projects 40,000,000 July 1, 2001 40,000,000 40,000,000
1995B......... Capital projects 5,000,000 July 1, 2001 5,000,000 5,000,000
1994A......... Capital projects 50,000,000 July 1, 2000 43,840,000 36,710,000
1994B......... Capital projects 20,000,000 July 1, 2000 20,000,000 20,000,000
1994C......... Capital projects 9,500,000 July 1, 2000 9,500,000 9,500,000
1994D......... Highway projects 12,300,000 July 1, 2000 12,300,000 12,300,000
1994E......... Highway projects 2,000,000 July 1, 2000 2,000,000 2,000,000
1994F......... Refunding lease revenue 945,000 July 1, 2000 885,000 815,000
1993A......... Capital projects 60,000,000 July 1, 1999 60,000,000 0
1993B......... Highway projects 10,000,000 July 1, 1999 10,000,000 0

Total General Obligation Debt....  $1,295,745,000 $1,251,525,000  $1,212,325,000

(1) Rated “AAA” by Fitch; “Aaa’ by Moody’s; and “AAA” by S&P, as of the date of this OFFICIAL STATE-
MENT.

(2) These bonds are issued as variable rate bonds and are exempt from “ statutory” debt limit calculations. Rated
“AAA/F1+" by Fitch; “AaalVMIGL1” by Moody's; and “AAA/A-1+" by S&P, as of the date of this OFFICIAL
STATEMENT.

(3) A portion of this bond, in the amount of $210 million, is exempt from “statutory” debt limit calculations.

(Source: Financial Advisor.)

Current issuance of General Obligation Bonds. The State Bonding Commission does not an-
ticipate the issuance of additional general obligation bonds during the Fisca Year Ending
June 30, 2000.

The following table reflects the State’ s general obligation debt, as measured by population,
personal income, taxable value, fair market/market value for the fiscal years shown.
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Fisca Y ear Ended June 30
1998 1997 1996 1995 1994

Outstanding Genera

Obligation Debt (000'S).................. $1,202,310  $367,160 $413,185 $430,555  $394,325
Debt Ratios:

Per Capita......cocovvvviiiiiiieenes $577.14  $179.21  $206.35  $219.78  $205.81

As % of Total Personal Income......... 2.71% 0.88% 1.06% 1.20% 1.19%

As % of Taxable Value (1).............. 1.20% 0.39% 0.50% 0.58% 0.60%

As% of Fair Market/Market

Vaue(D) ..o 0.89% 0.29% 0.37% 0.43% 0.51%

Annual Debt Service as % of All Gov-

ernmental Fund Expenditures........... 2.24% 2.00% 2.05% 2.07% 1.97%

(1) These valuation figures include the value associated with the fees in lieu of ad valorem taxes for motor vehicles
and other tangible personal property, as discussed in “FINANCIAL INFORMATION REGARDING THE
STATE OF UTAH—State Tax System—Property Tax” below.

(Sources: Division of Finance (asto “Annual Debt Service as % of All Governmental Fund Expenditures’ only) and
the Financial Advisor.)

The following table reflects the State’ s general obligation debt, as measured by population,
persona income, taxable value, fair market/market value estimated for this current period which is
as of the Fiscal Year Ended June 30, 1999 and of August 26, 1999 (which is the proposed closing
date of the 1999A Bonds).

Estimated
As of June 30, 1999 As of Aug. 26, 1999
Outstanding General Obligation Debt (000’s)......... $1,251,525 $1,212,325
Debt Ratios:
Per Capita
(1998 population estimate—2,083,238 people) ...... $600.76 $581.94
As % of Total Personal Income
(1999—$47,000,000,000) . ....veveenrrreannennnnn. 2.66% 2.58%
As % of Taxable Value (1)
(1998—$99,916,962,976) .....v'evvenreareannennnnn. 1.25% 1.21
As% of Fair Market Vaue/Market
Value (1) (1998—$134,600,515,460) .............. 0.93% 0.90%
Annual Debt Service as % of All Governmental
Fund Expenditures.........cc.cooovvviiinienennnnn. 2.33% n/a(2)

(1) These valuation figures include the value associated with the fees in lieu of ad valorem taxes for motor vehicles
and other tangible personal property, as discussed in “FINANCIAL INFORMATION REGARDING THE
STATE OF UTAH—State Tax System—Property Tax” below.

(2) Not applicable.

(Source: Financial Advisor.)
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Debt Service Schedule Of Outstanding General Obligation Bonds (Fiscal Year) (1)

Fiscal Year Series 1999E Series1999A,B,C& D Series 1998A Series 1997F Series 1997A
Ending $38,000,000 $358,000,000 (2) $265,000,000 $205,000,000 $8,895,000
June 30 Principal Interest Principal (3) Interest (4) Principal Interest Principal Interest Principal Interest
2000........... $ 0$ 931,000 $ 0 $ 12,530,000 $ 0 $ 13250000 $ 0 $ 10571500 $ 0 $ 489225
0 1,710,000 0 12,530,000 0 13,250,000 0 10,571,500 0 489,225
0 1,710,000 20,200,000 12,176,500 26,925,000 12,576,875 12,625,000 10,255,875 0 489,225
0 1,710,000 21,000,000 11,455,500 30,525,000 11,140,625 13,325,000 9,607,125 8,895,000 244,613
0 1,710,000 21,700,000 10,708,250 38,150,000 9,423,750 14,075,000 8,922,125 - -
38,000,000 855,000 22,400,000 9,936,500 14,975,000 8,095,625 14,825,000 8,162,563 - -
- 23,200,000 9,138,500 15,850,000 7,325,000 15,625,000 7,325,188 - -
- 24,000,000 8,312,500 16,775,000 6,509,375 16,475,000 6,442,438 - -
- - 24,900,000 7,456,750 17,750,000 5,646,250 17,375,000 5,511,563 - -
- - 25,800,000 6,569,500 18,725,000 4,734,375 18,225,000 4,578,125 - -
- - 26,700,000 5,650,750 19,725,000 3,773,125 19,125,000 3,644,375 - -
- - 27,600,000 4,700,500 20,750,000 2,761,250 20,100,000 2,663,750 - -
- - 28,600,000 3,717,000 21,850,000 1,696,250 21,100,000 1,633,750 - -
- - 29,600,000 2,698,500 23,000,000 575,000 22,125,000 553,125 - -
- - 30,600,000 1,645,000 - - - - - -
- - 31,700,000 554,750 - — - - - -
$ 38000000 $ 8626000 $ 358000000 $ 119,780,500 $ 265,000,000 $ 100,757,500 $ 205,000,000 $ 90,443,002 $ 8,895,000 $ 1,712,288
Fiscal Year Series 1997B Series 1997C Series 1997D Series 1997E Series 1996
Ending $11,250,000 $36,355,000 $8,500,000 $135,000,000 $20,000,000
June 30 Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest
2000........... $ 0$ 618,750 $ 0 $ 199525 $ 0$ 467,500 $ 0 $ 7029913 $ 0 $ 1,000,000
2001.. 0 618,750 0 1,999,525 0 467,500 0 7,029,913 0 1,000,000
2002.. 0 618,750 0 1,999,525 0 467,500 8,250,000 6,803,038 0 1,000,000
2003.. 11,250,000 309,375 0 1,999,525 4,855,000 333,988 8,700,000 6,336,913 20,000,000 500,000
2004.. - - 36,355,000 999,763 3,645,000 100,238 9,175,000 5,845,350 - -
2005. - - - - - - 9,675,000 5,339,069 - -
2006.. - - - - - - 10,200,000 4,804,600 - -
2007.. - - - - - - 10,775,000 4,227,788 - -
2008.. - - - - - - 11,350,000 3,619,350 - -
2009.. - - - - - - 11,950,000 3,020,425 - -
2010.. - - - - - - 12,625,000 2,424,313 - -
2011 - - - - - - 13,325,000 1,781,875 - -
2012.. - - - - - - 14,075,000 1,096,875 - -
2013.. - - - - - - 14,900,000 372,500 - -
2014.. - - - - - - - - - -
2015.. - - - - - - - - - -
Totds....... $ 11,250,000 $ 2165625 $ 36355000 $ 8,997,863 $ 8500000 $ 1836726 $ 135000000 $ 59,731,922 $ 20,000,000 $ 3,500,000
Fiscal Year Series 1995A Series 1995B Series 1994A Series 1994B Series 1994C
Ending $40,000,000 $5,000,000 $50,000,000 $20,000,000 $9,500,000
June 30 Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest
2000........... $ 0 $ 2400000 $ 0$ 300,000 $ 7,130,000 $ 1889360 $ 0$ 940,000 $ 0 $ 446,500
2001.. 0 2,400,000 0 300,000 36,710,000 862,685 20,000,000 470,000 9,500,000 223,250
2002.. 40,000,000 1,200,000 5,000,000 150,000 - - - - - -
2003.. - - - - - - - - - -
2004.. - - - - - - - - - -
2005.. - - - - - - - - - -
2006.. - - - - - - - - - -
2007.. - - - - - - - - - -
2008.. - - - - - - - — — -
2009.. - - - - - - - - - -
2010.. - - - - - - - - - -
2011.. - - - - - - - - - -
2012.. - - - - - - - - - -
2013.. - - - - - - - — — -
2014.. - - - - - - - - - -
2015.. - - - - — — - - - -
Totals......... $ 40,000000 $ 6000000 $ 5000000 $ 750000 $ 43840000 $ 2752045 $ 20,000,000 $ 1410000 $ 9500000 $ 669,750

For footnotes pertaining to this page, see the following page, at the end of thisfinancial table.
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Fiscal Y ear Series 1994D Series 1994E Series 1994F Series 1993A Series 1993B
Ending $12,300,000 $2,000,000 $945,000 $60,000,000 $10,000,000
June 30 Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest
2000........... $ 0$ 578,100 $ 0$ 94,000 $ 70,000 $ 39915 $ 60000000 $ 1320000 $ 10,000,000 $ 220,000
12,300,000 289,050 2,000,000 47,000 815,000 19,153 - - - -
$ 12,300,000 $ 867,150 $ 2,000,000 $ 141,000 $ 885,000 $ 59,068 $ 60,000,000 $ 1,320,000 $ 10,000,000 $ 220,000
Fiscal Year Totals (1)
Ending Total Total Total
June 30 Principal Interest Debt Service
2000........... $ 77,200000 $ 57115288 $ 134,315,288
81,325,000 54,277,551 135,602,551
113,000,000 49,447,288 162,447,288
118,550,000 43,637,664 162,187,664
123,100,000 37,709,476 160,809,476
99,875,000 32,388,757 132,263,757
64,875,000 28,593,288 93,468,288
68,025,000 25,492,101 93,517,101
71,375,000 22,233,913 93,608,913
74,700,000 18,902,425 93,602,425
78,175,000 15,492,563 93,667,563
81,775,000 11,907,375 93,682,375
85,625,000 8,143,875 93,768,875
89,625,000 4,199,125 93,824,125
30,600,000 1,645,000 32,245,000
31,700,000 554,750 32,254,750
Totals........ $ 1,289,525,000 $ 411,740,439 $ 1,701,265,439

(1) Preliminary; subject to change. Based on estimated payments (cash basis) falling due in that particular fiscal year.
(2) These bonds include the $89.5 million Series 1999A, $89.5 million Series 1999B, $89.5 million Series 1999C and

$89.5 million Series 1999D Bonds.
(3) These anticipated principal payments are based on the State' s current expectations for the redemption of the Series

1999 A, B, C and D Bonds. The State is not required to provide for such payment in advance of the maturity date or

mandatory sinking fund redemption dates (2012 through 2016) of the Series 1999 A, B, C and D Bonds.
(4) The Series 1999 A, B, C and D Bonds are variable rate interest bonds. I nterest has been estimated at 3.50% per

annum.

(Source: The Financial Advisor.)
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The ratio of debt service expenditures to General Fund expenditures and to al governmental
fund type expenditures for the last five fiscal years are shown below:

Fisca Y ear Ended June 30 (in thousands)

Estimated
1999 (*) 1998 1997 1996 1995
Genera Fund
Expenditures (1)............... $2,704,394 $2,591,203 $2,513,596 $2,359,468 $2,213,651
Debt Service Expenditures...... $134,685 $131,075 $100,651 $94,426 $86,572
Ratio Debt Service to General
Fund Expenditures............. 4.98% 5.06% 3.98% 4.00% 3.91%

Total All Governmental

Funds Expenditures........... $5,775,656 $5,640,948 $5,043,618 $4,611,315 $4,212,239
Ratio Debt Service Expend-

itures to All Governmental

Fund Expenditures............. 2.33% 2.32% 2.00% 2.05% 2.06%

(*) Estimatesfor June 30, 1999 were generated as of March 1999.
(1) Does not include Debt Service Expenditures made in the General Fund.

(Sources: Division of Finance and the 1998 Comprehensive Annual Financial Report.)

L ease Obligations

The State |eases office buildings, other real property, and office and computer equipment. Al-
though the lease terms vary, most |eases are subject to annual appropriations from the Legislature
to continue the lease obligations. If alegislative appropriation is reasonably assured, long-term
leases are considered noncancellable for financial reporting purposes and are reported in the Gen-
era Long—Term Obligation Account Group or appropriate proprietary funds or component units.

Operating leases (leases on assets not recorded in the Balance Sheet) contain various renewal
obligations as well as some purchase options. However, due to the nature of the leases, the related
assets are not classified as capital assets. Any escalation clauses, sublease rentals and contingent
rents are considered immaterial to the future minimum lease payments and current rental expendi-
tures. Operating |ease payments are recorded as expenditures or expenses of the related funds
when paid or incurred.

The tota operating lease expenditures for Fiscal Years Ended June 30, 1998 and
June 30, 1997 were $29,097,000 and $25,737,000, respectively, for the primary government,
and $13,481,000 and $12,764,000, respectively, for component units. For a detailed report and
description of operating and capital leases see “APPENDIX B—GENERAL PURPOSE FINAN-
CIAL STATEMENTS OF THE STATE OF UTAH FOR THE FISCAL YEAR ENDED
JUNE 30, 1998—Notes to the Combined Financial Statements, Note 7. Lease Commitments.”

Revenue Bonds And Notes

Various State agencies have outstanding bonds and notes payable solely from certain specified
revenues. None of these bond or note issues are adebt or general obligation of the State and, there-
fore, such bonds or notes are not applied against the general obligation borrowing capacity of the
State.

The majority of the State’ s revenue bonds and notes are issued by the Utah Housing Finance
Agency, the State Board of Regents (student loans and college and university capital projects), and
the State of Utah, State Building Ownership Authority. Current information regarding such reve-
nue bonds and notes is provided below.
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For a detailed report and description of the various revenue bonds and notes see “ APPEN-
DIX B—GENERAL PURPOSE FINANCIAL STATEMENTS OF THE STATE OF UTAH FOR
THE FISCAL YEAR ENDED JUNE 30, 1998—Notes to the Combined Financial Statements,
Note 8. Bonds and Notes Payable.”

Covenant Regarding L egislative Appropriations; Utah Housing Finance Agency;
State Board of Regents; State Financing Consolidation Act

As noted above, the State agencies that issue most of the State’ s revenue bonds are the Utah
Housing Finance Agency and the State Board of Regents. The statutes under which these agencies
are organized provide that the chairman of each agency shall certify to the Governor on or before
December 1 of each year the amount, if any, necessary to restore any capital reserve or debt service
reserve fund established by the agency to its required amount. In the case of revenue bonds issued
to finance a capital project for an institution of higher education, the chairman of the State Board of
Regents may also certify to the Governor on or before December 1 of each year any projected
shortfall in the revenues necessary to make debt service paymentsin the forthcoming calendar year.
In addition, the State Treasurer has issued revenue bonds under the State Financing Consolidation
Act, as discussed below, and has established debt service reserve funds to secure such bonds. The
State Treasurer is authorized to certify to the Governor the amount necessary to restore such re-
serve funds in the same manner as described above. In each case upon receipt of such a certifica-
tion, the Governor may then request from the L egislature an appropriation of the amount so certi-
fied. The Governor is not required to request an appropriation from the Legislature and the Legis-
lature is under no obligation to make any appropriation requested by the Governor. The
1999A Bonds including the covenant to so certify to the Governor are referred to herein as “ Sate
Moral Obligation Bonds.” The revenue bonds issued by the Utah Housing Finance Agency and the
State Board of Regents that are not State Moral Obligation Bonds could, under the applicable
statutory provisions and the procedures described above, benefit from legid ative appropriations to
cover debt service reserve fund deficiencies or projected debt service shortfalls, notwithstanding
the absence of the issuer covenants referred to in this paragraph.

The amounts of State Moral Obligation Bonds outstanding are set forth below.

Utah Housing Finance Agency. The Utah Housing Finance Agency had outstanding as of
January 1, 1999 (the agency updates information every six months) approximately $916.4 mil-
lion of single family and multifamily housing revenue bonds, approximately $149.2 million of
which were issued as State Moral Obligation Bonds.

Sate Board of Regents. As of June 30, 1999, the State Board of Regents is estimated to
have approximately $794.84 million of student oan revenue bonds outstanding, all of which
were issued as State Moral Obligation Bonds. In addition, as of such date, the State Board of
Regents had outstanding approximately $311.34 million of revenue bonds issued to finance
capital projects at the Stat€’ sinstitutions of higher education, approximately $193.65 million of
which were issued as State Moral Obligation Bonds.

Sate Financing Consolidation Act. As of June 30, 1999, the State Treasurer had outstand-
ing approximately $13.1 million of revenue bonds under the State Financing Consolidation
Act, al of which wereissued as State Moral Obligation Bonds. These revenue bonds were is-
sued to provide funds to the State's Drinking Water Board and Board of Water Resources and
are secured by and payable from bonds, notes and other obligations issued by certain political
subdivisions of the State that are held by the State Treasurer.

State Guaranty Of General Obligation School Bonds
Under the Utah School Bond Guaranty Act (the “ Guaranty Act”) which took effect on Janu-
ary 1, 1997, the full faith and credit and unlimited taxing power of the State is pledged to guaranty

full and timely payment of the principal of and interest on general obligation bonds (“ Guarantied
Bonds’) issued by qualifying boards of education of Utah school districts (“local school boards’).
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The primary purpose of the Guaranty Act isto reduce borrowing costs for local school boards by
providing credit enhancement for Guarantied Bonds.

In the event alocal school board is unable to make the scheduled debt service payments on its
Guarantied Bonds, the State is required to make such payments in atimely manner. For this pur-
pose, the State may (@) use any of its available moneys, (b) seek a short—term loan from the Per-
manent School Fund (although the Fund is not required to make the loan) or (C) issue its
short—term general obligation notes. The local school board remains liable to the State for any such
payments on Guarantied Bonds.

The State may seek reimbursement for such payments (plus interest and penalties) by inter-
cepting State financial aid intended for the local school board. See“FINANCIAL INFORMATION
REGARDING THE STATE OF UTAH—Ad Valorem Property Tax System” below. The Guar-
anty Act also contains provisions to compel the local school board to levy atax sufficient to reim-
burse the State for such payments and to provide oversight to assure that the local school board
will ultimately be responsible for payment of debt service on the Guarantied Bonds.

The State Superintendent of Public Instruction is charged by the Guaranty Act with the respon-
sibility of monitoring the financial affairs, condition, and solvency of each local school board in the
State and reporting, at least annually, its conclusions to the Governor, the Legislature and the State
Treasurer. The State Superintendent must report immediately to the Governor and the State Treas-
urer any circumstances suggesting that alocal school board will be unable to pay when due its debt
service obligations and recommend a course of remedial action.

The State does not expect that it will be required to advance moneys for the payment of debt
service on Guarantied Bonds in the foreseeable future. Accordingly, the State believes that it would
normally have sufficient cash available to make such payments. In the event sufficient moneys are
not available, the Guaranty Act provides that the State may issue its general obligation notes on an
expedited basis in an amount sufficient to make the necessary payment plus cost of issuance. The
payments of principal of and interest on such notes from taxes or other identified State revenuesis
secured by a pledge of the full faith, credit, and resources of the State and can be issued on an ex-
pedited basis. The Guaranty Act also provides that such notes do not constitute debt of the State for
purposes of the debt limitation of the Utah Constitution.

The State guaranty is extended by the State Treasurer to an eligible school district after areview
of the application and a recommendation for the guaranty by the State Superintendent of Public In-
struction. The State Treasurer has the authority to withhold any guaranty or to terminate the issu-
ance of future guaranties at any time. Determinations of future ineligibility do not reverse or re-
move prior State guaranties.

As of the date of this OFFICIAL STATEMENT, the State has guarantied approximately
$768 million principal amount of Guarantied Bonds. The State cannot predict how many bonds
may be guarantied in future years; no limitation is currently imposed by the Guaranty Act.

As of the date of this OFFICIAL STATEMENT, the State has not been requested to make
payments on any Guarantied Bonds under the provisions of the Guaranty Act.

No Defaulted Bonds

The State has never failed to pay when due the principal of and interest on its bonded indebted-
ness and other payment obligations related thereto.
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FINANCIAL INFORMATION REGARDING THE STATE OF UTAH

State’s Discussion And Analysis Of Financial Condition And Results Of Opera-
tions

Current Economic Overviewl
General Context

The State’ s economy has made a smooth transition from the boom or near—boom conditions of
recent years to a more modest rate of growth. Population, job, and income growth rates in Utah
continue to outpace those of the nation, but growth in the economy has moderated because of
weaker export markets, low commodity prices, and the recovery of the California economy. Even
with this easing of economic activity, the State’ s economy remains healthy with stable job creation,
low unemployment, strong income and popul ation growth, and awell-diversified industrial struc-
ture.

Specific Economic Performance Measures

The State ranked as the sixth fastest growing state in population during 1998 with a 1.7% in-
crease. Net in—migration occurred for the eighth consecutive year, but dropped to its lowest level
since 1988. In the most recent cycle, net in—migration peaked in 1994 at 22,788, and was esti-
mated to be 2,007 in 1998. Natural increase continues to be the major component of the State’s
population growth, accounting for approximately two-thirds of the State’ s growth during the dec-
ade of the 1990s.

The rate of job growth also peaked in 1994 in this cycle at 6.2% and, while still outperforming
that of the nation, has now decelerated for four consecutive years. The State’s employment in-
creased by 3.0% in 1998, marking the eleventh year of arecord job expansion (at least 3.0% an-
nual growth rate) in the State. The State’ s rate of job growth ranked eleventh among states during
1998.

Unemployment remained very low at 3.8% in 1998. This rate was lower than the equivalent
national rate of 4.5%, and was an increase over 1996 and 1997.

Employment in al maor industry sectors except mining is growing. In 1998 the strongest em-
ployment growth occurred in the construction sector where the value of permit authorized con-
struction in the State reached an all-time record high in 1998 of $3.8 billion. Construction em-
ployment increased at an annual growth rate of 5.8% and was followed by FIRE (finance, insur-
ance, and real estate) expanding at arate of 4.6% and TCU (transportation, communication, and
utilities) growing at arate of 4.5%. Services and government grew at an annual rate of 4.2% and
2.7%, respectively. Manufacturing and trade were the only major industries in 1998 to increase by
less than 2%, while mining employment actually decreased by 2.4%.

Incomes continue to rise in the State, but at lower rates than recent years. Personal incomein
the State increased by 5.6% in 1998, compared with 5.0% nationally in the same year, and 7.4%
in State during 1997. The State’ s non-agricultural wages increased by 7.1% in 1998, compared
with 6.7% nationally in 1998, and 9.2% in State during 1997. Per capitaincome in the State has
increased at a higher rate than the rest of the nation for nine consecutive years.

The State' s economy remains well-balanced with a broad base of industries contributing to the
current economic expansion. According to Regional Financial Associates, Colorado isthe only
other western state, including California, with a more diversified economic structure than the
State’'s. The State’ s economic diversity has increased over time as the industries in which the state

1 This Overview is the product of the Demographic and Economic Analysis Section of the Governor’s Office of
Planning and Budget.
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has previously specialized (federal government and extractive industries) have contracted, while
new industries (computer hardware and software, biomedical, tourism, and particular types of
manufacturing) have emerged.

Gross state product was forecast by Regional Financial Associates to be $49.2 hillion in 1998
(1992 chain weighted dollars), representing an increase of 1.9% over last year's estimated
$48.3 billion (1992 chain weighted dollars).

Taxableretail salesincreased by 4.6% in 1998, compared with 3.3% in 1997.

Current Planning Context

The State, like all rapidly growing states, is faced with the challenges of providing infrastruc-
ture and public services to a growing population and expanding economy. These challenges are
ongoing. State government continues to provide leadership by investing in infrastructure, pru-
dently managing state resources, and participating in long range planning efforts.

Currently, the State isamajor partner in aquality growth partnership called “Envision Utah.”
Thisisamulti—year, multi—million dollar, citizen-ed effort to create a publicly supported quality
growth strategy. The Legidature also passed the Quaity Growth Act of 1999 during the
1999 Genera Legidative Session. Thislegidation creates a Quality Growth Commission that will
manage acritical land conservation fund and make recommendations to the Legidature about
growth issues. Both of these efforts are intended to preserve and enhance the quality of life present
in the State.

Salt Lake City isthe host city for the 2002 Olympic Winter Games. The 2002 Games are esti-
mated to generate a significant amount of employment, earnings and government revenues prior to
and during 2002. Thisimpact occurs because of the externally financed activities of the organizing
committee, public and private investment (most notably federal spending for transportation and
public safety and private spending in the tourism industry), host broadcast expenditures, and visi-
tor spending. State economic, demographic and financial models indicate that from 1996 through
2002 the Olympics will generate approximately 23,000 job years of employment, $972 millionin
earnings, and $80 to $140 million in net revenue to state and local government.

Quality growth planning efforts, the economic stimulus of the Olympics, and the ongoing di-
versification of the State economy position the state favorably for the future. Other factors that
bode well for the State’ s future are its well-educated and youthful workforce; healthy lifestyles; a
pro—business regulatory environment; low business taxes; and a solid utility, communications,
education and transportation infrastructure.

State Highway Improvement Program

In 1998, the State began a 10—year plan to construct and improve various highways throughout
the State. The estimated cost of the planned facilities is approximately $3.6 billion.

The largest component of the plan is the reconstruction and widening of the main north—south
interstate highway (1-15) running through the Salt L ake City metropolitan area. The budget for
1-15 is $1.59 billion. The work began in the spring of 1997 is currently on schedule and within
budget and is expected to be completed in 2001.

The other projects within the 10—year plan are in various stages: completed, under construc-
tion, in the normal planning processes (including environmental studies) or to be planned.

To pay for the $3.6 billion (including retiring debt issued for this purpose) the State plans to
use $1.97 billion from gas taxes, registration fees, federal funds and other sources plus $1.63 bil-
lion from the State' s general fund.



Because the construction schedule for the 10-year plan, particularly the I-15 project, will re-
quire the expenditure of moneys faster than funds will be collected, it is necessary for the State to
borrow money to provide sufficient cash flows to finance the program. Accordingly, the following
Legidlatures, authorized the issuance of general obligation bonds: the 1997 L egislature—3$600 mil-
lion, the 1998 L egislature—$240 million, and the 1999 L egidl ature—$68 million.

Liquidity and Capital Resour ces
Surplus

The State had an unrestricted General Fund surplus totaling $29,511,000 at June 30, 1998 of
which $20,103,000 was designated for Fiscal Year Ending June 30, 1999 appropriation and
$9,408,000 was unrestricted undesignated surplus.

Budget Reserve Account

The State maintains a Budget Reserve Account (the “Rainy Day Fund”) which can only be used
to cover operating deficits or retroactive tax refunds.

The balance of the Rainy Day Fund at the end of Fiscal Year Ended June 30, 1998 was
$88,465,000 (current balance is approximately $92,389,142). The ceiling, defined in State statute
as 8% of the particular year's genera fund appropriation tota was $116,993,000 at
June 30, 1998 and is approximately $126 million for the Fiscal Y ear Ending June 30, 1999.

Revenues and Expenditures for Fiscal Years Ending June 30, 1999, 1998 and 1997

The following table summarizes the State' s revenues and expenditures for Fiscal Y ears Ending
June 30, 1999, 1998 and 1997:

Analysis of Operations—All Governmental Fund Types

Estimated (*)
Fiscal Year Ending Fiscal Year Ending Fiscal Year Ending
June 30, 1999 June 30, 1998 June 30, 1997
Amount  Increase Amount  Increase Amount  Increase
(in Over (in Over (in Over
thousandy Prior Year thousandy Prior Year thousandy Prior Year
Revenues (1)
Indiv. and corp. income taxes...... $1,663,700 6% $1,573,769 10% $1,429,323 9%
Federal revenues....................... 1,483,654 7 1,382,748 5 1,315,279 4
SaleS taX....occveeerieiieeiieeie, 1,313,717 2 1,287,849 2 1,259,961 8
Other....coiiiiiiiiiie 569,349 (6) 609,367 17 519,575 5
Motor and special fuel taxes....... 297,000 2 290,086 35 214,758 4
Liquor profitS.....cccceevveeeeeennnnn. 28,000 6 26,297 8 24,312 10
Restricted taxes (2).....ccccveeeernns 25,000 (39 40,699 1,127 3316 (87)
Total...ooeviiieiiieeee e, $5,380,420 3% $5,210,815 9% $4,766,524 6%
Expenditures (1)........cccvvvveeeeeinnnen. $5,439,424 2% $5,308,961 12% $4,760,838 10%

(*) Estimatesfor June 30, 1999 were generated as of March 1999.

(1) Includes revenues and expenditures for the General Fund and Special Revenue Funds only. Excludes revenues and
expenditures for the Debt Service Fund and Capital Projects Fund.

(2) Restricted taxes are the result of a change in accounting standards that require certain taxes to be recognized as
revenue when they are measurable and available even if the cash is collected after the end of the fiscal year.

(Source: Division of Finance and the 1998 Comprehensive Annual Financial Report.)
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Other Considerations

The State continues to have the highest percentage in the nation of school age population com-
pared to the working age population. There are over 450,000 public education students against a
total population of just over 2,000,000. Currently, there is no enrollment growth. However, this
trend is expected to change with a2.1% increase in studentsin Fiscal Y ear 2004.

Changes in the federal budget continue to impact the State budget. As the federal government
balances its own budget, states are required to pick up an increasing share of the costs.

Impact of Year 2000

As aresult of computer programs and operating systems written using two digits rather than
four digits to express the applicable year, many computers and software are not able to process
data associated with the year 2000 (sometimes referred to asthe “Year 2000” problem or the
“Y2K” problem)2. These computers and software may recognize a date using “00” as the year
1900 rather than the year 2000, or may simply be unable to process data associated with a “00”
year field. This problem is more acute for large computer users, like the State, with large main-
frame systems that are many years old and that run on specially written programs and operating
systems. These systems are used in accounting, budgeting, taxation, and other key statewide in-
formation processing and management systems.

The State faces risks from the Y 2K problem in four aress:
(i) inthe computers and software used to operate the State and its agencies on adaily bas's;

(i) inthe embedded chips that control non—nformation processing equipment, such as ele-
vators and other machinery, climate control systems, security systems and communica-
tions systems,

(iif) inthe information technology systems and embedded chips of the third—party service and
product suppliers used or relied on to conduct the State’ s activities; and

(iv) inconnection with general economic and social conditions that could arise from signifi-
cant adverse effects of the Y 2K problem.

The State works through its departments and agencies, and each such department or agency has
been testing its own information technology computers and software using available testing proce-
dures and has been working to replace or repair these systems since 1992. Management of this
processis centralized in the Executive Department through the Chief Information Officer and the
State Y 2K Coordinator, although each agency is practically allowed significant leeway to determine
the types and level of testing of any repairs. Responses from the various departments and agencies
indicate that as of June 30, 1999, 81% of the State’'s systems (over 1,200 mission and
non—mission critical systems) have been repaired or replaced and successfully tested for Y2K
compliance. The remaining 19% of the State’ s systems have been repaired or replaced and arein
the final testing stages, with all tests expected to be completed by October 1, 1999. It isimpossible
to estimate the amount of base budget resources agencies have spent for Y 2K-related issues, but
since 1997 the Legidature has appropriated $18,991,000 specificaly to address critica Y 2K
needs.

Some non—mission critical systems may not be fixed before the effects of Y 2K are noticed.
These systems may therefore have problems with date—related processing tasks. We cannot foresee
the impact on the actual running of State offices or the public’s perception of the State should these

2 TheY2K problem also manifestsitself in other potential problems, such as the recognition of a series of “9's”
by some older computers as a process end command. For example the State knows of companies that experienced
computer problems on 1/9/99. There may be other such problems on the upcoming date 9/9/99.
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non—mission critical failures occur. We also cannot foresee the impact on the actual running of
State offices or the public’s perception of the State should the repairs or replacements of mis-
sion—critical systems be found to be incomplete or not working under actual operating conditions
during 2000. In addition, because of the large amount of information that comes into the State’s
computer systems from outside sources, both in and out of the United States, it is uncertain what
effects may take place if non—compliant systems from outside the State send corrupted Y 2K data
into the State’ s computers.

State agencies are faced with innumerable embedded chip situations in myriad pieces of equip-
ment used to conduct the business of the State. Directives to check and replace embedded chips
and/or equipment were sent to agency heads, and agencies are currently carrying out this enormous
task. The State has contracted for replacement of all known embedded chips in state-owned
equipment and expects these replacements to be completed by November 1999. Failures of embed-
ded chips may affect the operation of the State’ s buildings, including some of the Mortgaged Fa-
cilities, and could also affect communications systems used in a variety of State operations, in-
cluding public safety.

A significant risk comes from third parties on whom the State relies for goods and services.
These important third parties run the gamut from the suppliers of paper goods and food services to
the banks that process the State' s financial transactions to the electric utility companies who power
the State' s systems and tel ecommunications networks. The State must rely on assertions made by
public and private utility companies that they will be compliant in material respects before Janu-
ary 1, 2000, or as of any earlier Y 2K—critical date. We have also made numerous direct inquiries
of our suppliers and have received a variety of responses, none of which may be reliable given the
inherent uncertainties surrounding the Y 2K situation.

The State recognizes the potential for Y 2K failures even after making every attempt to assure
our own and our third parties' readiness. For thisreason, in February 1998 the State required each
of its agenciesto prepare programmatic and mission—oriented Y 2K contingency plansin the event
of problems with their own computer systems, major vendor systems, or embedded chips. These
contingency plans serve to supplement the State’s Emergency Operations Plan which is coordi-
nated with the State’ s Division of Comprehensive Emergency Management. During the Summer of
1999, all agencies are testing their contingency plans with scenario—based Y 2K exercises. These
tests will be followed with a Statewide contingency plan exercise in September 1999. In addition,
the State has several backup generators and a fully operational secondary data processing site with
its own site—based power system located away from main population centers. The site was built to
handle mainframe processing of mission critical applications in the event of amajor natural disaster
or utility outage.

Contingency plans in the event of major societal disruptions arising from some of the more ex-
treme Y 2K possibilities are in the realm of public safety and emergency management. Tax revenues
and property values depend on society and the economy functioning in an orderly way. If major
disruptionsin the delivery of goods and services from local or State government agencies and/or
the private sector develop as aresult of Y 2K problems, some level of economic recession and/or
social disruptions could take place. Such events could have a materially adverse impact on State
revenues and costs, which in turn would have an adverse impact on the Bonds. These problems
could occur even if al of the State’s own systems are capable of operating flawlessly with respect
to Y2K.

In sum, the State isin asimilar position as all other issuers of public debt securities at thistime.

Significant uncertainties exist with respect to Y 2K that could adversely affect the State’ s ability to
timely pay debt service on the Bonds.
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2002 Olympics Winter Games

Salt Lake City (the “ City”) isthe host city for the 2002 Olympic Winter Games (the “ Games”).
The operating entity of the Gamesisthe Salt L ake Organizing Committee (“SLOC”), a private non-
profit corporation.

Upon the award of the Games to the City, the International Olympic Committee (“10C”) re-
guired immediate execution by the City of the Host City Agreement (the “Host City Agreement”)
under the conditionsimposed by the IOC. The Host City Agreement provides, among other things,
that the financial responsibility for the organization and staging of the Games isto be assumed by
the City and SLOC and that the City and SLOC provide indemnification to the IOC for any dam-
ages relating to the Games. In turn, pursuant to an agreement among the State, the City and other
parties (the “ Indemnity Agreement”), the State agreed that, subject to certain constitutional restric-
tions, the State would indemnify the City for any liability, loss, cost or expense relating to the
Games. The Agreement stipulates that, unless excused by SLOC, all parties who enter into con-
tracts with SLOC agree to waive any claim they have against the City or the State and further agree
to look only to SLOC for performance and payment. During the 1999 General Session, the Legis-
lature adopted a provision (which subsequently became law) that states that all parties who contract
with SLOC must agree in writing to waive any claim against the City or the State and agree to look
solely to SLOC for payment and performance. Any contract executed after the 1999 General Ses-
sion by SLOC that does not contain the aforementioned waiver isvoid.

Measures to control the budget of SLOC arein place, are being pursued and are being refined
from time to time to ensure that the SLOC expenditures will remain within its revenues.

Using $59 million of state and local salestax dollars, the State constructed certain winter sports
facilities. SLOC has agreed to repay the $59 million plus an additional $40 million to maintain and
operate such facilities following the Games. In addition, the Authority and the State—owned Uni-
versity of Utah have issued lease revenue bonds and revenue bonds of approximately $40 million
which are intended to be repaid in part by moneys anticipated to be received by SLOC.

There has been substantial publicity over the last several months reporting the use by the Salt
Lake Olympic Bid Committee (the predecessor organization to SLOC) of various inducements to
influence IOC members to select the City as the site for the Games. Investigations of these matters
have been or are now being conducted by various State, federal and Olympic authorities. The re-
sults and financial ramifications of such investigations cannot be predicted at thistime. It is possi-
ble that the foregoing matters could materially and adversely affect SLOC’ sfinancial and operating
position, including its ability to attract sponsors for the Games and its ability to meet its financial
obligations. This may ultimately result in requests being made of the State by the City.

The ultimate liability, if any, of the State as aresult of the aforementioned itemsis not currently
determinable.

Five-Year Financial Summaries

The following summaries were extracted from the State’' s general purpose financial statements
for the Fiscal Y ears Ended June 30, 1994 through June 30, 1998. The summaries have not been
audited. Five-year historical summaries have been prepared for the Combined Balance Sheet—All
Governmental Fund Types Only; Statement of Revenues, Expenditures and Changes in Fund Bal-
ance—General Fund; and Statement of Revenues, Expenditures and Changes in Fund Bal-
ance—Special Revenue Funds. The five-year summary Statement of Revenues, Expenditures and
Changesin Fund Balances—Special Revenue Funds has been included to show the State’ s sources
of revenue for and expenditures on public education and transportation.
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State of Utah

Combined Balance Sheet—All Governmental Fund Types Only

Assets:
Cash and cash equivalents...........ccccovereeeerereeenene
INVESIMENES......vviiiciierieeee e
Receivables:
ACCOUNES.......couiitietietieete ettt ee et et enean
NOtES/ MOMgAgES.....coveveeererieieereeeeesee e
Accrued iNtereSt........cvveeeevesese e

Due from other funds.........ccccoeeeveeieeceeieecie e,
Advance to other funds..........ccccevevvvveevcerevecier e
[10177= 1 (0] (=

Liabilities, equity, and other credits:
Liabilities:

Vouchers payable........cccoovereeneneeneneeneee
Contracts payable.........ccccevveerneenneeneeenes
Accrued liabilities.........ccoeevereere e
Dueto other funds..........ccocoveeenircinininncrene
Deferred revenUE..........ccvvveeeevieneeeseseeeeesienens
L eave/Postemployment benefits............cc.oeuee.

Total liabilities........ovvrrriieececcceene

Equity and other credits:
Fund balances:

Unreserved designated...........ccoveerrieenenenes
Unreserved undesignated..........cocoeveevreneennnnns

Total equity and other credits......................

Total liabilities, equity, and other credits....

(This summary is unaudited)

Fiscal Year Ended June 30 (in thousands)

1998 1997 1996 1995 1994
360754 $ 279646 $ 345774 $ 254350 $ 268,119
663,566 231,035 273,178 248,486 236,385
340,517 262,899 277,664 258,280 207,444
178,933 152,834 149,356 126,568 96,829
1,624 10,718 1,405 1,270 992
344,831 309,195 299,052 279,075 239,361
5,519 4,294 8,364 7,949 14,527
106,693 75,277 74,451 65,194 36,227
23,640 - - - -
10,464 12,007 11,461 33,285 33,270
$2036541  $1,337005 $ 1440705 $ 1274457  $ 1,133,154
$ 268088 $ 247160 $ 237556 $ 201428 $ 187,002
18,484 16,464 23,051 20,650 15,593
72,780 53,258 50,095 50,008 128,771
95,313 47,454 45575 43,549 41,762
51,332 45,481 42,647 56,387 56,429
202,759 180,468 149,528 132,316 98,331
708,756 590,285 548,452 504,338 527,978
1,010,987 543,893 500,850 512,090 366,368
292,947 218,797 395,435 254,143 196,014
23,851 (15,070) (1) (4,032) (1) 3,886 42,794
1,327,785 747,620 892,253 770,119 605,176

$2036541  $1337,905 $1440,705 $ 1274457  $ 1,133,154

(D Thisdeficitisaresult of contractual obligations being greater than reserved fund balance in certain funds. The
deficit was anticipated and is being funded from current and subsequent years revenues and appropriations.

(Source: Division of Finance. This summary of financial information has been taken from the State’' s audited fin-
ancial statements for the indicated years. This summary itself has not been audited.)
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State of Utah
Statement of Revenues, Expenditures and Changesin Fund Balances

Governmental Fund Type — General Fund
(This summary is unaudited)

Fiscal Year Ended June 30 (in thousands)

Restated
1998 1997 1996 1995 1994
Revenues:
Unrestricted:
SAESAX..vverieeieirireere e $ 1,251,379 $1,251,735 $1,162,514 $1,054,767 $ 977,916
Licenses, permits, and fees... . 14,422 13,792 12,811 13,189 13,028
Interest on investments............ 15411 15,205 16,814 12,321 6,374
Miscellaneous taxes and other. 162,483 129,719 119,770 134,158 113,354
Total unrestricted.........coovveevenrineenes 1,443,695 1,410,451 1,311,909 1,214,435 1,110,672
Restricted:
Restricted salestaX........ccovovvvvvevrvereeeenenns 9,911 - - - -
Federal contracts and grants. 1,037,649 986,069 942,465 907,289 855,821
Departmental collections...... 144,097 138,370 136,281 136,360 135,368
Federal mineral 1€ase..........cccovvnicurirninens 33,485 34,111 34,718 29,054 33,335
Interest on iNnvestments..........cocovveevenne, 13,227 11,811 9,741 8,595 2,620
Restricted taxes............. 12,661 13,023 10,375 9,017 12,681
Miscellaneous........ . 47,342 44,911 38,564 30,163 36,026
Total restricted 1,298,372 1,228,295 1,172,144 1,120,478 1,075,851
Total reVENUES........ccoveeeeeeerreecierieene 2,742,067 2,638,746 2,484,053 2,334,913 2,186,523
Expenditures:
Current:
General governmMeNt........c.ocveeeenneieerenns 230,030 248,918 234,179 224,622 210,831
Human services......... 300,310 518,119 500,633 491,581 471,443
COrrections........cceeeeeeeecnenerenenes 143,808 136,711 120,708 106,078 94,528
Health and environmental quality............. 845,137 825,786 773,423 698,530 639,825
Higher education...........cccccvveneee 18,770 23,974 19,358 14,526 11,518
Natural resources.............cv.... 88,529 91,656 86,899 78,440 72,647
Business, labor, and agriculture................ 42,180 38,911 36,155 34,470 32,001
Community and economic development... 70,446 81,380 81,342 71,101 67,376
Employment and family services... 285,602 - - - -
Public safety........c.ocvennenienenns 87,703 83,515 79,745 72,860 65,802
L eave/Postemployment benefits................... 21,641 24,398 13,568 26,886 5,912
Debt service:
Principal retirement...........ccccoceveiennnecnne - - - - 810
Interest and other charges...........ccoeveenen. — — — — 827
Total expenditures..........cccceeerererirerenene 2,134,156 2,073,368 1,946,010 1,819,094 1,673,520
Excess revenues over (under) expenditures..... 607,911 565,378 538,043 515,819 513,003

Other financing sources (uses):
Proceeds of revenue bonds/ contracts.......... 954 - 2,823 - 5721

Proceeds of general obligation bonds. 8,761 - - - -
Operating transfersin..........cocovvvenn. . 176,856 113,836 69,108 70,903 71,491
Operating transfers OUt...............ooew..een.. .. (219,312 (248,573) (136,887) (147,855) (142,304)
Operating transfers to component units........ (463,272) (442,909) (416,109) (396,354) (367,375)

Total other financing sources (uses)...... (496,013) (577,646) (481,065) (473,306) (432,467)

Excess of revenues over (under)

expenditures and other Uses............cccccveveeee. 111,898 (12,268) 56,978 42513 80,536
Beginning fund balance...........ccccconeeurirnincnnns 416,539 439,158 386,513 345,361 228,118
Adjustments to beginning fund balance........ (485) — — — 60,844
Beginning fund balance as adjusted................. 416,054 439,158 386,51 345,361 288,962
Residual equity transfers.........ccoevreenrneceas (8,252) (10,351) (4,333) (1,361) (24,137)
Ending fund balances.........c.cooeeeerrneniecenenine $ 519,700 $ 416,539 $ 439,158 $ 386,513 $ 345,361

(Source: Division of Finance. This summary of financial information has been taken from the State’ s audited
financial statements for the indicated years. This summary itself has not been audited.)
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State of Utah

Statement of Revenues, Expenditures and Changesin Fund Balances

Governmental Fund Type — Special Revenue Funds

(This summary is unaudited)

Fiscal Year Ended June 30 (in thousands)

1998 1997 1996 1995 1994
Revenues:
Unrestricted:
S [ = RO $ 8,654 $ 8,226 $ 7,606 $ 7,103 $ 6,371
Individual incometaX..........ccceveeeiveeeenenn, 1,377,494 1,237,332 1,139,080 1,026,803 925,004
(000170101 1] 1= N 196,275 191,991 176,781 157,901 125,191
Motor and special fuel taX.......cococeevrriennnes 290,086 214,758 206,904 196,422 187,377
Licenses, permits, and fees..........ccccevveunee. 69,572 50,694 54,701 52,340 49,533
Interest on investments..........cocceeeeeeeeeenn, 27,622 5,606 3,509 5,454 4,639
Miscellaneous taxes and other................... 485 28 26 3,959 6,918
Total unrestricted........ooeevveveeeeeceecnennn, 1,970,188 1,708,635 1,588,607 1,449,982 1,305,033
Restricted:
Federal contracts and grants...........cc.euevne 345,099 329,210 324,167 285,851 285,890
Departmental collections..........ccccecvvereenens 30,131 25,393 13,587 22,094 17,196
MiSCEllaN@OUS.........ccevvvreieeeceeceee e, 28,277 25,021 20,131 13,628 13,784
Interest on investments..........ccccoveveeeerenn, 51 24 7 499 2,072
AErONAULICS.....cveiveeveceereeteceeee et 22,762 24,890 35,122 49,701 37,034
Restricted taXxeS.......ccveeveeveieieecieeeececeeiens 28,038 (9,707) 14,906 27,474 6,866
Restricted salestaxes.........coccoveveveeveeeneene 17,905 - — - —
Total restricted.......ccoovvveeveeveeececeeienn, 472,263 394,831 407,920 399,247 362,842
Total FeVENUES..........cveeeeeiecrecieeeeereeaen 2,442,451 2,103,466 1,996,527 1,849,229 1,667,875
Expenditures:
Current:
Business, labor, and agriculture................. 243 196 152 80 174
Community and economic development.... 2,401 3,004 1,243 782 687
Public education............cccceveeeieieeceeeennnn. 1,676,668 1,651,282 1,476,565 1,299,052 1,217,741
TranspPOrtation..........ceevevveereevreereeereseenenns 1,038,522 585,499 466,905 424,208 413,750
L eave/Postemployment benefits................ (76) 7,261 4,994 8,347 1,446
Federa Retiree's Settlement...................... — - 72 805 18,391
Total expenditures.........coceeveevveeevrnreenns 2,717,758 2,247,242 1,949,931 1,733,274 1,652,189
Excess revenues over (under) expenditures...... (275,307) (143,776) 46,596 115,955 15,686
Other financing sources (uses):
Proceeds of general obligation bonds............ 851,084 - — 14,300 10,000
Operating transfers in........occeeevvereeeerereeeens 161,146 128,908 54,900 43,737 39,893
Operating transfers out..........coccveeeeerereennen (238,296) (97,722) (52,303) (54,348) (45,303)
Total other financing sources (Uses)....... 773,934 31,186 2,597 3,689 4,590
Excess of revenues over (under)
expenditures and other Uses...........cccccvrerienene. 498,627 (112,590) 49,193 119,644 20,276
Beginning fund balance...........c.ccceevveeniiicieenns 210,026 322,616 273,886 154,242 68,468
Adjustments to beginning fund balance........ — — — — 65,615
Beginning fund balance (as adjusted)............... 210,026 322,616 273,886 154,242 134,083
Residual equity transfers..........ccovveevinnieencenn — — (463) — (117)
Ending fund balances..........cccoevvevrenininiceenns $ 708,653 $ 210,026 $ 322,616 $ 273,886 $ 154,242

(Source: Division of Finance. This summary of financial information has been taken from the State’ s audited
financial statements for the indicated years. This summary itself has not been audited.)
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Ad Valorem Property Tax System

The following information with respect to certain property tax mattersisincluded in this OF-
FICIAL STATEMENT to provide background information. As described herein, the
1999A Bonds are not secured by any pledge of property tax revenues and do not constitute a debt
or indebtedness of the State or the Issuer. See “ INTRODUCTION—RIisks Inherent In The Owner-
ship Of The 1999A Bonds—Limited Obligations’” above.

Ad Valorem Tax Levy and Collection for State Purposes

The State does not presently levy ad valorem property taxes. However, if the State does not
have sufficient moneys available to pay principal of and interest on its general obligation bonds
from sources other than ad valorem taxes imposed on all taxable property of the State, the State Tax
Commission would be required to collect ad valorem property taxes.

By May 1 of each year the State Tax Commission assesses all property required by law to be
assessed by the State Tax Commission, at 100% of fair market value, as valued on the next pre-
ceding January 1. If the owner of any property assessed by the State Tax Commission or any
county with a showing of reasonable cause objects to the assessment, either party may, on or be-
fore June 1, apply to the State Tax Commission for a hearing. The State Tax Commission must set
atime for hearing the objection and render awritten decision. At the hearing the State Tax Com-
mission may increase, lower or sustain the assessment for the reasons provided by law. Appeals
from decisions of the State Tax Commission are filed in District Court, the Utah Court of Appeals
or the Utah Supreme Couirt.

Before May 25, the State Tax Commission is required to apportion the total assessment of all
property assessed by it to the several counties, cities, towns, school districts, and other taxing dis-
tricts in the manner provided by law. Before June 1, the State Tax Commission is required to
transmit to the county auditor of each county to which an apportionment has been made a statement
showing the property assessed and the value of the same, as fixed and apportioned to the county,
and to the cities, towns, school districts and other taxing districts within the county.

Before June 22 of each year the State Tax Commission determines the rate of State tax to be
levied and collected upon the taxable value of al property in the State sufficient to raise the amount
of revenue specified by the Legislature for general State purposes. The State Tax Commission
must transmit to the County Auditor of each county and to the State Auditor a statement of that rate.

The County Auditor isrequired to deliver the assessment rolls, with the taxes extended, all or-
ders of the county board of equalization and State Tax Commission posted and all relief granted,
prior to the time of mailing the original tax notice, to the County Treasurer who is then required to
mail atax notice to all property owners that sets out the aggregate amount of taxes to be paid for
State, county, city, town, school and other purposes.

Property Tax Act

The State Constitution and the Property Tax Act, Chapter 2, Title 59, Utah Code (the “ Property
Tax Act”), provides that all tangible property within the State is required to be assessed and taxed
at auniform and equal rate on the basis of 100% of its“fair market value” as of January 1 of each
year, unless otherwise provided by law. “Fair market value” is defined in the Property Tax Act as
“the amount at which property would change hands between awilling buyer and awilling seller,
neither being under any compulsion to buy or sell and both having reasonable knowledge of the
relevant facts.” Determinations of “fair market value” shall take into account the current zoning
laws applicable to the property in question. Section 2 of Article X111 of the State Constitution pro-
vides that the Legislature may by law exempt from taxation up to 45% of the fair market value of
residential property as defined by law. Pursuant to this provision, the Legislature has provided that
the “fair market value” of primary residential property shall be reduced by 45% for tax year 1995
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and thereafter. No more than one acre of land per residential unit may qualify for the residential
exemption.

The Property Tax Act provides that the State Tax Commission shall assess certain types of
property (“centrally—assessed property”), including (i) properties that operate as a unit across
county lines that must be apportioned among more than one county or state, (ii) public utility (in-
cluding railroad) properties, (iii) airline operating properties, (iv) geothermal properties and (v)
mines, mining claims and appurtenant machinery, furnishings and improvements, including oil and
gas properties. All other taxable property (“locally—assessed property”) is required to be assessed
by the county assessor of the county in which such locally—assessed property is located. Each
county assessor must update property values annually based upon a systematic review of current
market data. Each county assessor must also complete a detailed review of property characteristics
for each parcel of property at least once every five years. The Property Tax Act requires that the
State Tax Commission conduct an annual investigation in each county to determine whether all
property subject to taxation is on the assessment rolls and whether the property is being assessed at
its “fair market value.”

The State Tax Commission and the county assessors utilize various valuation methods, as de-
termined by statute, administrative regulation or accepted practice, to determine the “fair market
value’ of taxable property.

Many areas within the State have agricultural farmland devoted to the raising of useful plants
and animals. For general property tax purposes, agricultural land is assessed based on statutory
requirements and the value which the land has for agricultural use or on its agricultural value.

Sate Mandated Minimum School Program Property Tax. Before June 15, the State Tax Com-
mission ascertains from the State Board of Education the number of weighted pupil unitsin each
school district in the State for the school year commencing July 1 of the current calendar year, es-
timated according to the State-Supported Minimum School Program (the “Minimum School Pro-
gram”), and the money necessary for the cost of the operation and maintenance of the Minimum
School Program of the State. The State Tax Commission then estimates the amounts of all sur-
pluses in the Uniform School Fund, as of July 1 of the current calendar year, available for the op-
eration and maintenance of the program, and estimates the anticipated income to the fund available
for those purposes from all sources, including revenues from taxes on income or from taxes on
intangible property.

The State Tax Commission then determines for each school district the amount to be raised by
the minimum basic tax levy asits contribution toward the cost of the Basic State-Supported School
Program (the “Basic Program”), as required by the Minimum School Program. If the levy raisesan
amount in excess of the total Basic Program for a school district, the excess amount shall be remit-
ted by the school district to the State Board of Education to be credited to the Uniform School Fund
for alocation to school districts to support the Basic Program. If the levy does not raise an amount
in excess of the total Basic Program for a school district, then the difference between the amount
which the local levy will raise within the school district, and the total cost of the Basic Program
within the school district shall be computed and the difference, if any, shall be apportioned from
the Uniform School Fund to each school district as the contribution of the State to the Basic Pro-
gram for the school district.

In order to qualify for receipt of the State contribution toward the Basic Program and as its
contribution towards its costs of the Basic Program, each school district is required to impose a
minimum basic tax rate (which rate is established and authorized each year by the Legidature). Be-
ginning July 1, 1996, the Legislature authorized alevy not to exceed the “ certified revenue levy,”
for school districts contribution toward the costs of the Basic Program. “ Certified revenue levy”
means a property tax levy that provides the same amount of ad valorem property tax revenue as
was collected for the prior year, plus new growth, but exclusive of revenue from collections from
redemptions, interest, and penalties.
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Uniform Fees. In 1992, an annual statewide uniform fee was levied on tangible personal prop-
erty in lieu of the ad valorem tax. The uniform fee is based on the value of motor vehicles, water-
craft, recreational vehicles, and all other tangible personal property required to be registered with
the State. The uniform fee is equal to 1.5% of the fair market value of motor vehicles that weigh
12,001 pounds or more, watercraft, recreational vehicles, and all other tangible personal property
required to be registered with the State excluding exempt property (aircraft, and property subject to
the fixed age based fee). On January 1, 1999, legidation became effective which made motor vehi-
clesweighing 12,000 pounds or less subject to an “age based” fee which is due each time the vehi-
cleisregistered. The age based feesis for passenger type vehicles and ranges from $10 to $150
based on the age of the vehicle. The revenues collected from the various uniform fees are distrib-
uted by the county to each taxing entity in which the property islocated in the same proportion in
which revenue collected from ad valorem real property tax is distributed. Beginning in the year
2000, the uniform fee for aircraft will start being reduced every year until the year 2002. For the
year 2000, the uniform fee for aerial applicators will be reduced from 0.5% to 0.4% and the uni-
form fee for al other aircraft will be reduced from 1% to 0.8%.

Property Tax Valuation Agency Fund. Commencing January 1, 1994, the State created the
Property Tax Valuation Agency Fund (the“PTVAF"), to be funded by a statewide levy not to ex-
ceed .000300 per dollar of taxable value of taxable property. The levy isthe responsibility of each
county and is separately stated on the tax notice as a“ state assessing and collection” levy. The pur-
pose of the statewide levy isto promote the accurate valuation of property, the establishment and
maintenance of uniform assessment levels within and among counties, and the efficient administra-
tion of the property tax system, including the costs of assessment, collection and distribution of
property taxes. Distribution of fundsin PTVAF to each county, is based on statutory qualification
and requirements. Additionally, each county may levy an additional property tax up to .000200 per
dollar of taxable value as a* county assessing and collection” levy. If necessary, a county may levy
an additional levy to fund state mandated reappraisal programs.

Beginning in the fiscal year ending June 30, 1997, and subject to statutory adjustments there-

after, the Legislature is required to authorize alevy not to exceed (unlessit provides public notice
thereof) the “certified revenue levy” to fund PTVAF.

(The remainder of this page has been intentionally left blank.)



Taxable, Fair Market, and Market Value of All Property in the State

Excluding Fee-In-Lieu Valuation

% Change Fair Market/ % Change

Tax Taxable Over Market Over

Yea Vdue(1) Prior Year Vaue Prior Year
1998.....cccivivnnnnn. $90,181,627,714 7.7% $124,865,180,198 7.7%
1997, 84,453,664,295 114 116,955,908,541 12.2
1996.....ccccvvvvnennn. 75,815,759,120 12.3 104,266,318,689 12.6
1995, 67,528,832,981 13.9 92,588,274,949 304
1994, 59,275,160,883 7.7 71,016,332,668 5.7

Including Fee-In—-Lieu Valuation

% Change Fair Market/ % Change

Tax Taxable Over Market Over

Year Vaue (1) Prior Year Vaue Prior Year
1998....ccciiiiiinnns $99,916,962,976 7.3% $134,600,515,460 7.3%
1997 . 93,202,826,647 11.7 125,705,070,893 12.4
1996......cccvvvnnnes 83,435,302,159 12.4 111,885,861,728 12.7
1995.. i 74,212,121,560 12.6 99,271,563,528 27.8
1994, 65,906,136,839 9.0 77,647,308,624 6.9

(1) Taxable values were calculated by reducing the fair market/market value of primary residential property by 45%
for the tax years 1998, 1997, 1996 and 1995, and 32% for the tax year 1994, representing a partial property tax
exemption for such property.

Source as to Taxable Value: Property Tax Division, Utah State Tax Commission

(Source: Financial Advisor.)

(The remainder of this page has been intentionally left blank.)
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Historical Summaries Of Taxable Values Of Property

1998 1997 1996 1995 1994
% of
Set by Sate Tax Commission—Centrally Assessed Taxable Value T.V. Taxable Value Taxable Value Taxable Value Taxable Value
Power companies................. $ 4,892,910,463 49% $ 5114,896,800 $ 5357,852,350 $ 5,380,284,630 $ 5,648502,270
Telephone and telegraph companies.. 1,908,781,130 19 2,148,610,160 1,844,607,450 1,578,999,420 1,661,040,840
Metalliferous mining companies.... 1,566,255,145 16 1,662,780,276 1,677,556,640 1,541,615,810 1,143,456,395
Oil and gas companies......... . 1,346,591,976 13 1,229,252,447 957,020,118 970,810,640 1,316,296,278
Pipe line COMPANIes.........coueereeereiireneieeneieeseeeseiees 667,960,380 0.7 673,598,350 801,335,670 782,503,570 910,845,020
Air line companies. 640,140,250 0.6 653,817,450 651,935,960 601,507,630 526,079,370
Coal and mining companies.... 623,875,857 0.6 348,784,460 302,661,070 295,366,730 324,476,570
Railroad and terminal companies....... 529,491,480 0.5 630,568,370 559,750,400 553,123,740 574,022,720
Other non—metalliferous mining companies. 417,120,554 0.4 343,769,070 274,737,420 276,654,990 267,733,020
Gas COmpanies................ 389,295,380 0.4 455,247,170 360,096,300 326,707,110 359,149,530
Sand and gravel companies. 172,883,433 0.2 127,848,585 97,599,960 94,597,530 89,438,435
Car rolling stock............... 78,507,535 0.1 77,226,940 75,602,936 70,165,748 62,223,052
Bus line companies... - - 18,805,458 2,139,541 40,066,604 39,579,130
Busrolling stock.... — - 225,823 94,346,894 79,142,153 49,798,102
Total centrally assessed.........ccovvereeereneennnees 13,233,813,583 13.2 13,485,431,359 13,057,242,709 12,591,546,305 12,972,640,732
Set by County Assessor—Locally Assessed
Residential real estate—primary USe..........cccvvevruenen, 10,307,092,971 10.3 9,747,521,428 8,307,171,186 6,850,548,412 5,417,708,613
Commercia and industrial real estate. 5,326,118,025 5.3 4,935,086,167 4,400,089,861 3,917,561,589 4,011,804,763
Unimproved real estate—not FAA........ 3,421,337,438 3.4 2,990,199,305 2,268,841,234 1,975,261,819 1,411,279,345
Residential real estate—not primary use... 1,997,130,148 20 2,012,043,734 1,690,357,938 1,389,294,149 1,005,947,003
Real estate—under FAA—agricultural........ 519,660,239 0.5 540,857,029 916,002,817 784,452,729 432,570,154
Agricultural real estate—improved—not FAA — — 320,363 54,472 64,330,589 335,839,454
Total rea EStaLe........cvveveereiereereerere e 21,571,338,821 216 20,226,028,026 17,582,517,508 14,981,449,287 12,615,149,332
Residential buildings—primary USe...........cccocovreueeene 31,838,323,462 31.9 29,772,582,663 26,309,665,891 23,651,804,609 19,394,769,736
Commercia and industria buildings..... 12,857,704,260 129 11,901,221,351 10,642,826,410 8,976,127,678 7,760,289,649
Residential buildings—not primary use. 2,847,107,106 2.8 2,138,106,190 1,922,836,169 1,549,329,327 1,178,137,744
Agricultura buildings...........ccoveeerne. . 298,093,788 0.3 263,422,798 251,148,154 240,358,485 240,098,653
Total buildings........ccveeereirriereercene e, 47,841,228,616 47.9 44,075,333,002 39,126,476,624 34,417,620,099 28,573,295,782
Total rea Property........ceeeeeereeeneeeeeeennnes 69,412,567,437 69.5 64,301,361,028 56,708,994,132 49,399,069,386 41,188,445,114
Feein lieu property (1)......cococeeeerrereeeeeeieerereneennenns 9,735,335,262 9.7 8,749,162,352 7,619,543,039 6,683,288,579 6,630,975,956
Other personal property... 7,263,390,860 7.3 6,443,245,341 5,879,311,484 4,184,999,118 1,475,494,680
Mobile homes—primary residential use... 245,592,159 0.2 204,861,098 156,069,063 125,853,829 137,511,695
Mobile homes—other use.................. . 26,263,675 0.0 18,765,469 14,141,732 11,950,644 7,317,425
Commercial and industrial property........c.cccovvnieees - - - - 781,916,797 2,132,149,130
Agricultural machinery.........coeeeeeneneeeceinnn - - - - 5,783,380 10,949,013
Tradefixtures.........cco...... . - - - - 427,713,522 1,350,653,094
Total personal Property.......ccooeveeereeerersereseenenes 17,270,581,956 17.3 15,416,034,260 13,669,065,318 12,221,505,869 11,745,050,993
Total locally assessed........ooeveereeenecenieens 86,683,149,393 86.8 79,717,395,288 70,378,059,450 61,620,575,255 52,933,496,107
Total taxable value..........ccoveerieenieeenieceneiennn, $ 99,916,962,976  100.0 % $ 93,202,826,647 $ 83,435,302,159 $ 74,212,121,560 $ 65,906,136,839
Total taxable value (lessfeeinlieu)............... $ 90,181,627,714 $ 84,453,664,295 $ 75,815,759,120 $ 67,528,832,981 $ 59,275,160,883

(1) See “FINANCIAL INFORMATION REGARDING THE STATE OF UTAH—Ad Valorem Tax System” above.

(Source: Property Tax Division, Utah State Tax Commission.)
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Budgetary Procedures

Budgetary Procedures Act. The Budgetary Procedures Act, Title 63, Chapter 38, Utah Code
(the “Budget Act”) establishes the process through which the State budget is prepared by the Gov-
ernor and prescribes all information to be included in the Governor’s budget. Portions of the
Budget Act are summarized below.

The Governor isrequired to submit a budget to the Legidature for each fiscal year. The budget
is required to show, among other things, (i) a complete plan of proposed expenditures and esti-
mated revenues for the ensuing fiscal year, (ii) the revenues and expenditures for the last fiscal
year, and (iii) current assets, liabilities and reserves, any surplus or deficit and the debts and funds
of the State. The budget is required to include an itemized estimate of appropriations for payment
and discharge of the principal and interest of the indebtedness of the State, among other things.
Deficits or anticipated deficits must be included in the budget.

The total appropriations requested for expenditures authorized by the budget must not exceed
the estimated revenues from taxes, fees and al other sources for the next ensuing fiscal year.

The Budget Act appliesto all moneys appropriated by the Legislature. Unless specifically ex-
empted by the appropriations act, all departments, agencies and institutions of the State that accept
moneys appropriated do so subject to the terms and provisions of the Budget Act. No appropria-
tion or any surplus of any appropriation may be diverted from the department, agency, institution
or division for which they were appropriated. Appropriated moneys may be subject to any restric-
tions set forth in the appropriation or any schedules or other restrictions provided by the Legisla-
ture. Transfers of moneys from one purpose or function to another within an item of appropriation
are permissible at the discretion of the Governor as provided in the Budget Act. Appropriated mon-
eys may not be transferred from one item of appropriation to any other item of appropriation with-
out legidative approval.

Unexpended Balances. Except for certain funds detailed in the Budget Act or funds that may be
exempted by the annual appropriations act, the Director of Finance must, at the end of each fiscal
year, close out to the proper fund or account for all remaining unexpended and unencumbered bal -
ances of appropriations made by the Legidature.

Budgetary Controls. The Director of Finance is required to exercise accounting control over all
State departments, institutions and agencies other than the L egislature and legidlative committees.
The Director of Finance must require the head of each department to submit not later than May 15
of each year awork program (budget) for the ensuing fiscal year. Such program must include all
funds from any source whatsoever made available to each department for its operation. The Direc-
tor of Finance and the State Budget Officer are required to review the work program of each de-
partment. The Director of Finance must, if the Governor deems necessary, revise, alter, decrease
or change such work programs before or after approving the same. The aggregate of such work
programs must not exceed the total appropriations or other funds from any source whatsoever
made available to each department for the fiscal year in question. The Director of Finance must
permit all expenditures to be made on the basis of such work programs. The Director of Financeis
required to examine and approve or disapprove all requisitions and requests for expenditures of
any department, except the judicial department and salaries or compensation of officers fixed by
law.

State Funds And Accounting

The Division of Finance maintains its accounting records in accordance with State law and in
accordance with generally accepted accounting principles.

Four major fund groups are accounted for as governmental fund types. These include the Gen-

eral Fund, the Special Revenue Fund (comprised of the Uniform School Fund, Transportation
Fund, Sports Authority Fund and several other minor funds), the Capital Projects Fund and the
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Debt Service Fund. An additional five major fund groups are accounted for as proprietary or fidu-
ciary fund types or account groups. These include the Enterprise Funds, the Interna Service
Funds, the Trust and Agency Funds, the General Fixed Assets Account Group and the General

Long Term Debt Account Group. Component units (which include Colleges and Universities and
other proprietary-type entities) are maintained in separate accounts.

In 1980, many of the State’s separate funds were reorganized and restructured to bring the
fund structure into compliance with generally accepted accounting principles (* GAAP”) as required
by law. A description of the four governmental fund groups follows.

General Fund

The General Fund isthe principal fund from which appropriations are made for State opera-
tions. It is specifically maintained to account for all financial resources and transactions not ac-
counted for in another fund. The General Fund receives all State sales taxes, which comprise the
largest source of this Fund’s revenues. Other principal sources of revenues include Federal con-
tracts, grants and mineral lease payments, State departmental collections and miscellaneous li-
censes, fees and taxes. Funding for debt service on the State’ s general obligation bonds is usually
appropriated from the General Fund and transferred to the various bond sinking funds within the
Debt Service Fund.

Special Revenue Funds

Uniform School Fund. The Uniform School Fund currently receives al individual income and
corporate franchise taxes, which together comprise the majority of revenues to the Fund. Federal
grants and contracts related to State public education funding are a secondary source of revenues.
If the revenues of the Uniform School Fund are insufficient, appropriations are made from the
General Fund to assist in financing the State’' s portion of the State-Supported Minimum School
Program as provided by law.

If revenues deposited into the General Fund are not sufficient to permit transfers to the Uni-
form School Fund as provided by appropriation, the Director of Finance, with the approval of the
Governor, must withhold such transfers during the fiscal period. If thiswithheld transfer creates a
deficit in the Uniform School Fund, the Legislature must provide funding to make up the deficit in
the subsequent fiscal year.

Transportation Fund. The Transportation Fund receives all motor and special fuel taxes and car
and truck registration taxes, though its largest source of funding has typically been from Federal
grants and contracts.

Soorts Authority Fund. The Utah Sports Authority Fund was established in 1990 to receive
and expend '/32% sales tax received from January 1, 1990 through December 31, 1999 for the
construction of winter sports facilities.

Centennial Highway Fund. The Centennial Highway Fund was established in 1997 to account
for al Centennial Highway projects, the largest of which is the 1-15 reconstruction project.
Sources of revenue include federal grants, restricted vehicle registration fees, bond proceeds, in-
vestment earnings, and appropriations from the General and Transportation Funds.

Capital Projects Fund

The Capital Projects Fund accounts for transactions related to resources obtained and used for
the acquisition, construction or improvement of certain capital facilities. Such resources are princi-
pally derived from operating transfers from the General Fund and from bond proceeds.
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Debt Service Fund

All State general obligation bond and certain revenue bond principal and interest payments are
made from individual sinking funds within the Debt Service Fund. Investment earnings on moneys
held in the sinking funds (except as may be required by the proceedings authorizing the issuance of
particular series of bonds), transfers from the General Fund or Special Revenue Funds and certain
pledged revenues are the only sources of funding for this fund.

State Tax System

The State’' s tax revenues are derived primarily from sales and use taxes, individual income
taxes, motor fuel taxes, corporate franchise (income) taxes and aso from numerous smaller
sources including excise taxes on insurance premiums, beer, cigarettes and tobacco, severance
taxes, investment income and numerous court and business regulation fees. These fees and taxes
are regulated by the Legidature.

The State also receives revenues from unemployment compensation taxes (which tax is regu-
lated by the Federal government and set by a state setup corporation) and workers' compensation
taxes (which tax is regulated by a quasi—state agency).

The State also has authority to levy and collect ad valorem property taxes, but has not done so
since 1974. See “FINANCIAL INFORMATION REGARDING THE STATE OF UTAH—Ad
Vaorem Property Tax System” above.

In addition to the State’ s tax system, counties, cities and towns have authority to levy and col-
lect sales and use taxes and property taxes. School districts, some special service areas and some
special service districts have the authority to levy property taxes.

Property Tax

Property taxes are based on property valuation. Assessment levels are uniform throughout the
State, but tax rates vary from entity to entity. See “FINANCIAL INFORMATION REGARDING
THE STATE OF UTAH—Ad Vaorem Property Tax System” above.

Individual Income and Corporate Franchise (Income) Tax

Individual Income Tax. The State is one of 43 states that impose an individual income tax.
Following a general trend, in 1973 the State adopted Federal definitions of, and amounts for, per-
sonal exemptions, standard deductions and itemized deductions. Subsequent legislatures, how-
ever, did not adopt new, indexed persona exemption amounts and standard deductions until 1987.
The 1987 reform updated to the current Federal definitions, but reduced the amount of the personal
exemption to 75% of the amount of the Federal personal exemption, and eliminated the deduction
for Federal income taxes paid. The definitions of the personal exemption (of 75% of the amount of
the Federal exemption) and standard deduction now track with Federal definitions and are indexed
for inflation. In addition, subsequent legislatures restored the Federal income tax deduction to
50%. Theindividua income tax rates are graduated from 2.3% to 7%, with the top rate applying to
taxable incomes over $7,500 for those filing jointly or qualified heads of households, and taxable
incomes over $3,750 for single individuals.

Corporate Franchise (Income) Tax. The State imposes a tax on corporate net income appor-
tioned to the State. The rate is 5%. Federal taxes are not deductible. Currently, the minimum tax is
$100.

Prior to Fiscal Year Ending June 30, 1996 all net revenues from the corporate franchise tax and
individual incometax were available to fund loca school districts under the State-Supported
Minimum School Program. Beginning in Fiscal Y ear Ending June 30, 1997, a portion of revenues
from taxes on income were used to fund the higher education system. For the Fiscal Y ears Ended
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June 30, 1998 and June 30, 1999, $97.7 million and $131.2 million, respectively, will have been
used to fund higher education.

Sales and Use Tax

In 1933, a general salestax was imposed to relieve the burden on the property tax and to bol-
ster State revenues. The original tax rate imposed in 1933 was 0.75%. Currently, the state sales
and use tax rate is 4.75% of the purchase price of tangible personal property and certain services.
Thetax rate for gas, electricity, heat, coal, fuel oil or other fuels sold for residential use is 2%.

Sales tax is applicable to retail sales of tangible personal property and taxable services per-
formed from a place of business in the State. Use tax applies to (a) goods shipped to the State for
use, storage, or other consumption, (b) goods purchased outside of the State for use, storage, or
other consumption in Utah, and (c) services subject to tax but performed outside the State for use,
storage, or other consumption in State.

In general, State sales and use taxes are imposed based on retail sales or use of tangible per-
sonal property, admissions, meals, utility services, general services on tangible personal property,
hotel and motel accommodations, and certain other items.

The State requiresits largest sales taxpayers (with annual liabilities more than $50,000) to pay
on amonthly basis. Those vendors with a prior—year sales tax liability of more than $96,000 are
required to pay via electronic transfer. Monthly sales taxpayers and those paying via electronic
funds transfer receive a 1.5% discount on state taxes and a 1% discount on local sales taxes. Be-
cause approximately 75% of the salestax is now remitted monthly, the State’ s cash flow has less
variations.

In November 1989, voters approved the allocation and use of alimited amount of sales tax
proceeds to support the State’ s efforts to be awarded the 1998 or 2002 Olympic Winter Games.
The voters authorized the allocation of tax proceeds generated by a '/64% tax rate on the items on
which sales and use taxes are imposed by the State and an additional allocation of tax proceeds
generated by a'/64% tax rate on the items on which sales and use taxes are imposed by the local
governments adopting the optional local sales and use tax. No new taxes were imposed for this
specia purpose but it reallocated a small part of the taxes already imposed. These limited tax reve-
nues will be applied in this manner from January 1, 1990 until December 31, 1999. Beginning
January 1, 2000, proceeds generated by a '/64% tax rate will be deposited into the Centennial
Highway Fund.

Beginning July 1, 1997, 1/8% of the State rate was apportioned 50% to the Water Resources
Conservation and Development Fund and 50% to state and local transportation projects. Allowable
water projects are: funding assistance to the Central Utah Project, conducting special hydrologic
and geotechnical investigations, funding dam safety improvement, and protecting the State’ s inter-
est in interstate water compact allocations. Sanctioned transportation projects include call B (city)
and class C (county) roads, as well as special transportation corridor preservation and state park
roads.

The 1998 L egislature authorized a statewide 2.5% motor vehicle rental tax on all short—term
leases and rentals not exceeding 30 days to fund the Transportation Corridor Preservation Revolv-
ing Loan Fund.

L ocal Taxes

Local Salesand Use Tax. In addition to the State' s sales and use taxes, a uniform local sales
and use tax of 1% appliesin counties, cities and towns which have adopted the local tax ordinance,
50% of which local salestax revenue is allocated on the basis of direct point of sale and 50% is
allocated on the basis of population. As of July 1, 1997, the local sales and use tax plus the 4.75%
state sales and use tax amounts to a minimum 5.75% sales tax throughout the State.
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Public Transit and Highways Tax. Counties, cities and towns within an organized transit dis-
trict (which includes most cities in Utah County, Salt Lake County, Davis County, and Weber
County and some cities in Tooele County, Cache County, Box Elder County and Summit County)
may impose, in addition to other sales and use taxes, a sales and use tax levy of 0.25% on the
same items to which other authorized sales and use taxes apply to fund a public transportation sys-
tem, if approved by the votersin a separate election. Cities not in an organized transit district may
adopt a“highwaystax” at 0.25% for construction and maintenance of highways. Currently 17 cit-
ies off the Wasatch Front have adopted this tax.

Other Local Taxes. In addition to the forgoing taxes certain counties, cities or towns may im-
pose a number of other miscellaneous taxes including: a county—mposed transient room tax not to
exceed 3% of rent; aresort communities salestax of up to 1%; an additional resort communities tax
of up to 0.50% for communities whose transient room capacity is greater the or equal to 66%; a
tourism, recreation, and convention facilities tax not to exceed 0.50% of rent for room occupancy
for first class counties (Salt Lake), 1% of sales of prepared foods and beverages sold by restau-
rants, up to 7% of short—term vehicle rentals; arural county hospital and nursing care or rural
county health care facilities sales and use tax of up to 1%; arural city hospital sales and use tax up
to 1%; arecreational facilities and botanical, cultural, and zool ogical organization sales and use tax
of 0.10%; and amunicipal energy sales and use tax of up to 6%.

The 1997 Legidature authorized additional local taxesto assist localitiesin diversifying revenue
structures and paying for tourist costs: (i) a county option sales tax of 0.25% which is offset by
property tax reduction of the same amount in the first year of implementation (if countiesimposing
such tax comprise 75% of the State’ s population, a 50% population/50% point of sale distribution
formulais activated), (ii) transient room tax for municipalities of up to 1%, (iii) an additional tran-
sient room tax of up to 0.50% under certain debt conditions, (iv) after voter approval, an additional
municipal highway tax of 0.25%. Provisions were also enacted which modified a municipality’s
ability to collect business license fees.

The 1998 L egidature also provided for a 1% town option sales tax for certain towns which had
levied a business license tax based on gross receipts prior to 1996.

Unemployment Compensation Tax

Employers of one or more persons in the State are subject to the State’ s unemployment tax, the
proceeds of which are used to finance benefit payments to unemployed workers. The tax is based
on employee earnings, with the rate depending on several factors including annual and quarterly
payroll stability and the age of the firm. As of June 30, 1998, the unemployment compensation
trust fund had a fund balance of $586,781,000.

Workers' Compensation Tax

Primary Insurance. Employers doing business in the State must provide worker’ s compensa-
tion insurance coverage for their employees in one of three ways. They may insure with the Work-
ers Compensation Fund of Utah (*WCF”), a non—profit, quasi—public corporation; or they may
insure with a private insurance carrier authorized to transact the business of workers' compensation
insurance in the State; or, with the approval of the State Industrial Commission, they may be
self-insured. If the employer chooses to be insured by WCF or a private insurance carrier, the
premium rates paid depend on the individual employer’s claim loss experience as well as the par-
ticular industry in which the employer operates.

Employers Reinsurance Fund. The Employers Reinsurance Fund (“ERF”), covers employers
for liability arising from industrial accidents or occupational diseases occurring on or before June
30, 1994. For claims resulting from an accident or disease arising out of and in the course of the
employee’ s employment on or after July 1, 1994, the employer or itsinsurance carrier isliable for
permanent total disability compensation. By statute, each year the State Industrial Commission
must establish a premium tax within a 7.25% maximum based upon the recommendation of an ac-
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tuary for payment by insurers and self—insured employers. This assessment is designed to enable
ERF to provide for the payment of benefits and expenses for the coming year and to ensure that the
ERF s assets are greater than its liabilities by no later than June 30, 2025, and |eave an indexed
cash reserve of approximately $5 million at the end of each fiscal year. While the revenues col-
lected each year are sufficient to cover ERF’ s current expenses, ERF would have to maintain are-
serve balance of approximately $275 million if it were to be deemed actuarially sound in the same
manner as an insurance company. In 1994 the L egislature passed |legislation limiting the State’s
liability to the cash or assets in the ERF only. By statute the State is not liable for the debts and ob-
ligations of the ERF. See “APPENDIX B—GENERAL PURPOSE FINANCIAL STATEMENTS
OF THE STATE OF UTAH FOR THE FISCAL YEAR ENDED JUNE 30, 1998—Notes to the
Combined Financial Statements—Note 10. Deficit Fund Balances/Retained Earnings’ herein.

Uninsured Employers Fund. To assist in paying workers' compensation benefits to employ-
ees whose employers are insolvent, or are otherwise unable to pay the benefits owed to their em-
ployees, the State established an Uninsured Employers Fund (“UEF"), in 1984. UEF is funded
by a premium tax in the same manner as ERF except that self—insured employers may be assessed
an amount necessary to pay benefits due an employee of an insolvent self—insured and a subroga-
tion right exists against any employer failing to make compensation payments. As with ERF, the
State Industrial Commission must, based on the recommendation of an actuary, establish a pre-
mium assessment of between 1% and 8% annually to provide payments of benefits and expenses
from UEF and to maintain it at afunded condition with assets equal to or greater than itsliabilities,
along with sufficient reserves to provide an indexed cash reserve at the end of each fiscal year of
$2 million. The State Tax Commission is to remit for the premium assessment collected an amount
up to 0.50% and any remaining assessed percentage of the premium income for credit to the UEF.
The maximum premium tax rate is 0.50%. The liability of the State with respect to the payment of
any compensation benefits, expenses, fees or disbursements properly chargeable against the UEF,
islimited to the assets of the fund. By statute, the State is not otherwise liable for the making of
any UEF payment. See “APPENDIX B—GENERAL PURPOSE FINANCIAL STATEMENTS
OF THE STATE OF UTAH FOR THE FISCAL YEAR ENDED JUNE 30, 1998—Notes to the
Combined Financial Statements—Note 10. Deficit Fund Balances/Retained Earnings’ herein.

Severance Taxes

Since 1937, the Legidature has provided for the levy of a mine occupation or severance tax on
production and sale of oil, gas and metalliferous minerals in the State, including copper, lead,
gold, silver, zinc, iron, tungsten, uranium, vanadium, and other valuable minerals.

Oil and Gas. The severance tax on oil is 3% of the value, at the well, up to and including, the
first $13 per barrel, and 5% of the value at the well from $13.01 and above per barrel, and for gas,
the severance tax is 3% of the value at the well, up to and including, $1.50 per million cubic feet
(“mcf”), and 5% of the value from $1.51 and above per mcf. The rate on natural gasliquidsis 4%.
No severance tax isimposed on the first $50,000 annually in gross value of each oil or gas wells,
or on any production from low—producing wells, or on any production of new wells during the
first six or 12 months (depending on whether the well was drilled in adeveloped area). A 50% re-
duction in the tax rate isimposed upon the incremental production achieved from an enhanced re-
covery project. A tax credit equal to 20% of the amount paid for arecompletion or workover of a
well is aso allowed, with the credit limited to $50,000 per well during each calendar year through
December 31, 1994, and beginning January 1, 1995, $30,000 per well through Decem-
ber 31, 2004, after which the authorization for this credit will expire.

Mining. The severance tax on minesis 2.6% of the taxable value of al metals or metalliferous
minerals sold or otherwise disposed of in the State or shipped out of State. The taxable value for al
metalsis 30% (except beryllium which is 20%) of the gross proceeds, but if the metal is shipped
out of State as“ore,” the taxable value is 80% of the gross proceeds. Metals or metalliferous min-
erals stockpiled are not subject to the tax until they are sold or shipped out of the State, unless they
are stockpiled longer than two years. An annual exemption from the tax of $50,000 in gross value
of the metalliferous minera is alowed for each mine.
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Highway Users’ Taxes

Highway users taxes can be divided into four major categories. motor and special fuel taxes;
motor vehicle registration and title fees; fees charged for the issuance of driver licenses; and addi-
tional fees charged to intrastate and interstate truck fleets. Motor and special fuel taxes is $0.245
per gallon on distributions of gasoline and diesel fuel. For clean fuel, the tax is 3/19 of $0.245,
rounded up to the nearest penny. Revenues from these two sources constitute the bulk (almost
80%) of highway user taxes. Funds are used almost entirely for: State highway construction and
maintenance; distribution to cities and counties for use on local roads and streets; policing the
highways, and administrative and regulatory purposesin connection with the use of roads.

Miscellaneous Taxes and Fees

The State collects a number of miscellaneous taxes and fees. Most important of these arethein-
surance premium tax, cigarette and tobacco tax, wine and liquor tax, inheritance tax, environmental
surcharge, waste tire fee, and fish and game license fees. Other significant State revenue sources
include license taxes and fees collected by colleges, ingtitutions and State departments.

Freeport Exemption

In 1963, the so—called “Freeport Amendment” to the State Constitution was approved, ex-
empting from the property tax “tangible personal property present in the State on January 1. ..
which is held for sale or processing and which is shipped to final destination outside this state
within twelve months.” The purpose of the amendment was to give the State preferred status as a
distribution center for goods (manufactured within or without the State) to be shipped to marketsin
the surrounding areas, including the Pacific Coast.

Inventory Exemption

A law enacted in 1969 eliminated the State’ s inventory tax. Since January 1, 1973, the State
has imposed no ad valorem taxes on inventory of any kind in any place in the State.

(The remainder of this page has been intentionally left blank.)
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State Revenues

The State receives revenues from three principal sources: (a) taxes and licenses; (b) Federal
grants-in—aid; and (c) miscellaneous charges and receipts, including fees, the State' s share of min-
eral royalties, and bonuses on Federal land.

Fisca Y ear Ended June 30 (in thousands)
Estimated % % % % %
1999 *). (1) 1998 [€)) 1997 (1) 1996 [€)) 1995 [6))

Taxesand
licenses (2)......... $3,527,596 65 $3,441,699 65% $3,119,086 65% $2,900,516 63% $2,664,417 63%

Federa contracts

and grants.......... 1,483,654 27 1,382,748 26 1,315,279 27 1,266,632 28 1,193,140 28
All other misc.
revenues (3)........ 415,336 8 474,754 9 387,847 8 401,332 9 384,638 9

Total all funds.... $5,426,586 100% $5,299,201 100% $4,822,212 100% $4,568,480 100% $4,242,195 100%

(*) Estimatesfor June 30, 1999 were generated as of March 1999.

(1) Percentage of Total Governmental Fund Revenue.

(2) Includes sales, income, corporate and fuel taxes; licenses, fees and permits; interest on investments; and other
unrestricted miscellaneous taxes.

(3) Includes departmental collections; dedicated credits; aeronautics, Federal mineral lease revenues; intergovernmen-
tal revenues; interest on investments; liquor control profits; and other restricted miscellaneous revenues.

(Source: Division of Finance.)

For the Fiscal Y ear Ended June 30, 1998, General Fund revenues from all sources totaled
$2,768,364,000. Of this amount, 46% came from sales taxes, 37% came from Federal contracts
and grants, 9% came from fees, Federal mineral lease revenues and other miscellaneous restricted
revenues, and 8% came from miscell aneous taxes, interest on investments, license fees and other
unrestricted revenues. The General Fund revenue includes credit for profits of the Liquor Enter-
prise Fund which amounted to $26,297,000 for such fiscal year.

In the Uniform School Fund for Fiscal Y ear Ended June 30, 1998, revenues from all sources
totaled $1,836,334,000. Of this amount, 75% came from individual income taxes, 11% came from
corporate franchise taxes, 11% came from Federal contracts and grants, 3% came from other mis-
cellaneous restricted and unrestricted revenues.

In the Transportation Fund for Fiscal Y ear Ended June 30, 1998, revenues from all sources
totaled $543,571,000. Of this amount, 53% came from Motor and Specia Fuel Taxes, 24% came
from Federal contracts and grants, 10% came from other miscellaneous unrestricted taxes and fees,
and 13% came from miscellaneous fees and other restricted revenue.

In the Centennial Fund for Fiscal Y ear Ended June 30, 1998, revenues from all sources totaled
$52,425,000. Of this amount, 48% came from interest income, 27% came from Motor Vehicle
Registration fees, 22% came from Federal contracts and grants, and 3%% came from miscellane-
ous restricted revenue.

In the Capital Projects Fund for Fiscal Y ear Ended June 30, 1998, revenues from all sources
totaled $77,585,000. Of this amount, 93% came from intergovernmental sources, 6% came from
interest earnings, and 1% came from miscellaneous revenue.

In the Debt Service Fund for Fiscal Y ear Ended June 30, 1998, revenues totaled $10,801,000
of which 5% was from interest earnings and the remaining 95% from miscellaneous sources.



Revenues by Source
All Governmental Fund Types (1)

Fisca Y ear Ended June 30 (in thousands)

Egtimated
1999 (*)_ 1998 1997 1996 1995
Unrestricted:

Individual incometax ....... $1,461,722 $1,377,494 $1,237,332 $1,139,080 $1,026,803
SaestaX.....c.oveviiniinnnn. 1,285,531 1,260,033 1,259,961 1,170,120 1,061,870
Motor and specia fuel tax .. 297,000 290,086 214,758 206,904 196,422
Corporate franchisetax ..... 201,978 196,275 191,991 176,781 157,901
Misc. tax and other.......... 147,246 162,968 129,747 119,796 138,117
Licenses, permits and fees.. 72,578 83,994 64,486 67,512 65,529
Liquor control profits....... 28,000 26,297 24,312 22,155 20,080
Interest on investments...... 33,355 43,033 20,811 20,323 17,775

Total unrestricted.......... $3,527,410 3,440,180 3,143,398 2,922,671 2,684,497

Restricted:

Fed. contracts and grants... 1,483,654 1,382,748 1,315,279 1,266,632 1,193,140
Department collections...... 191,175 174,228 163,763 149,868 158,454
Miscellaneous................ 82,371 86,168 80,131 67,983 52,987
Federal mineral leases....... 30,500 33,485 34,111 34,718 29,054
Intergovernmenta ........... 30,146 72,366 38,731 46,602 20,740
Restricted salestax .......... 28,186 27,816 - - -
Restricted taxes (2).......... 25,000 40,699 3,316 25,281 36,491
Aeronautics................... 16,530 22,762 24,890 35,122 49,701
Interest on investments...... 11,614 18,749 18,593 19,603 17,131

Total restricted............. 1,899,176 1,859,021 1,678,814 1,645,809 1,557,698

Totd revenues............. $5,426,586 $5,299,201 $4,822,212 $4,568,480 $4,242,195

(*) Estimatesfor June 30, 1999 were generated as of March 1999.

(1) Thissummary includes revenues of the State Governmental-Type Funds which include the General Fund, Spe-
cial Revenue Funds (Uniform School Fund, Transportation Fund, Sports Authority Fund, Consumer Education
Funds, and Federal Retirees Settlement Fund), Capital Projects Fund and Debt Service Fund.

(2) Restricted taxes are the result of a change in accounting standards that requires certain taxes to be recognized as
revenue when they are measurable and available even if the cash is collected after the end of the fiscal year.

(Sources: Division of Finance and the 1998 Comprehensive Annual Financial Report.)

(The remainder of this page has been intentionally left blank.)
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Expenditures by Function
All Governmental Fund Types (1)
Fiscal Y ear Ended June 30 (in thousands)

Estimated
Function 1999 (*) 1998 1997 1996 1995

Public education ...........cccccceeeeenene $1,779,123 $1,676,668  $1,651,282  $1,476,565  $1,299,052
Human services/health/corrections/

environmental quality............cc...... 1,315,283 1,289,255 1,480,616 1,394,764 1,296,189
Transportation and public safety ........ 1,049,909 1,126,225 669,014 546,650 497,068
Higher education............cccccceevunnee. 508,596 475,817 464,202 432,816 409,083
Employment and family services (2)... 303,075 285,602 - - -
General government ..........cccceeeeee... 245,058 230,030 248,918 234,251 225,427
Capital outlay ............oooeevviiiiiiins 201,546 200,912 182,129 207,418 177,937
Debt service........cccceeviiiii 134,685 131,075 100,651 94,426 86,572
Natural resources........ccccovevvveeennnnne 96,388 88,529 91,656 86,899 78,440
Community and economic

development...........ccccevvviviiinennn. 75,876 72,847 84,384 82,585 71,883
Business, labor and agriculture........... 44,552 42,423 39,107 36,307 34,550
L eave/Post employ. benefits.............. 21,565 21,565 31,659 18,562 35,233
Federal retirees.........cooveeeeeeeienennnenn. - - - 72 805

Total expenditures All

Governmental Fund Types.......... $5,775,656  $5,640,948  $5,043,618 $4,611,315  $4,212,239

(*) Estimatesfor June 30, 1999 were generated as of March 1999.

(1) Thissummary includes expenditures of the State Government—Type Funds which include the General Fund,
Special Revenue Funds (Uniform School Fund, Transportation Fund, Sports Authority Fund, Consumer Educa-
tion Funds, and Federal Retirees Settlement Fund), Capital Projects Fund and Debt Service Fund.

(2) The Department of Workforce Services was created in the Fiscal Y ear Ended June 30, 1998, to operate the inte-
grated Employment and Family Services function for the State. The Employment and Family Services function
was previously reported on this schedule in the functions of General Government, Community and Economic
Development, and Human Services.

(Sources: Division of Finance and the 1998 Comprehensive Annual Financial Report.)

Changesin All Governmental Fund Types (1)
Fiscal Y ear Ended June 30 (dollarsin millions)

Estimated
1999 (*)_ 1998 1997 1996 1995
REVENUES.........vevvvneevinann. $5,427 $5,299 $4,822 $4,568 $4,242
% change over previous year.. 2.4% 9.9% 5.6% 7.7% 8.4%
Net other financing sources (2) . $168 $922 $74 $156 $122
Expenditures (3) .................. $5,776 $5,641 $5,044 $4,611 $4,211
% change over previous year.. 2.4% 11.8% 9.4% 9.5% 7.6%

(*) Estimatesfor June 30, 1999 were generated as of March 1999.

(1) Includesthe General Fund, Special Revenue Funds (Uniform School Fund, Transportation Fund, Sports Author-
ity Fund, Securities Investor Education and Training Fund, and Federal Retirees Settlement Fund), Capital Pro-
jects Fund and Debt Service Fund.

(2) Includes bond proceeds, net of any refunding issues, transfers from non—governmental funds, plus financing pro-
vided from capital leasing.

(3) Funding for expendituresis provided from revenues, beginning balances and bond proceeds; beginning balances
are not reflected in thistable.

(Sources: Division of Finance and the 1998 Comprehensive Annual Financial Report.)
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Fund Balances (1)

The 1999 estimates for fund balances are not available.

Fund Balances—All Governmental Fund Types

Fisca Year Ended June 30 (in thousands)

1998
General FUNd........cooooeeeveeeeennn.n. $ 519,700
Specia Revenue Funds
Centennial Highway Fund.......... 458,853
Uniform School Fund............... 230,406
Transportation Fund.................. 18,148

Sports Authority Fund.............. 937

Consumer Education Fund......... 309
Capital Projects Fund................... 91,865
Debt Service Fund...................... 7,567

Total...ooovieiei e $1,327,785

(1) Includesrestricted and unrestricted fund equity.

(Source: Division of Finance.)

1997 1996 1995
$416,539  $439,158  $386,513
14,107 - -
183,212 266,130 213,123
18,648 62,382 63,632
(6,239) (6,194) (3,040)
208 298 171
107,164 116,986 100,839
13,891 _ 13,493 __ 888l
$747620  $892,253  $770,119

(The remainder of this page has been intentionally left blank.)
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1994
$345,361

111,471
39,273
3427
71
98,675
_ 6,898

$605,176




General Fund

Revenues, Expenditures and Fund Balances

Fisca Y ear Ended June 30 (in thousands)

Estimated
1999 (*)_ 1998 1997 1996 1995
Revenues:
Salestax........cccceeiieeeeeennn. $1,276,416 $1,251,379 $1,251,735 $1,162,514 $1,054,767
Federa contractsand grants... 1,117,413 1,037,649 986,069 942,465 907,289
Department collection.......... 167,870 144,097 138,370 136,281 136,360
Miscellaneous tax & other.... 147,246 162,483 129,719 119,770 134,158
Miscellaneous..................... 40,682 47,342 44911 38,564 30,163
Federal mineral leases........... 30,500 33,485 34,111 34,718 29,054
Liquor control (1)................ 28,000 26,297 24,312 22,155 20,080
INtErest......ccvvvvvvvvivvviniinnnnns 26,513 28,638 27,016 26,555 20,916
Licenses, permits and fees..... 18,734 14,422 13,792 12,811 13,189
Restricted sales................... 25,000 12,661 13,023 10,375 9,017
Restricted sales taxes............ 10,147 9,911 - - -
Total revenues................. $2,888,521 $2,768,364 $2,663,058 $2,506,208 $2,354,993
% change over previous year..... 4.3% 4.0% 6.3% 6.4% 6.8%
Expenditures (2).........cccveeenee. $2,704,394 $2,591,203 $2,513,596 $2,359,468 $2,213,651
% change over previous year..... 4.4% 3.1% 6.5% 6.6% 8.7%
Fund Balance: (2)
Unreserved, designated.......... na $138,938 $107,341 $167,045 $122,761
Unreserved, undesignated....... na 9,408 2,428 483 15,246
Reserved..........ccooeeeeeeeinnnnn. na 371,354 306,770 271,630 248,506
Total fund balance............ na $519,700 $416,539 $439,158 $386,513

(*) Estimatesfor June 30, 1999 were generated as of March 1999.

(1) Liquor Control profits are reported as transfers into the General Fund.

(2) The Fund Balance is derived from revenues, expenditures, transfers and other financing sources which are not
presented in this table and the beginning fund balance from the prior fiscal year.

(Sources: Division of Finance and the 1998 Comprehensive Annual Financial Report.)

Capital Expenditure Authorizations

The following table presents historical data on capital expendituresin the year authorized from
the Fiscal Y ears Ended June 30, 1995 through 1999. Included in these figures are capital outlay
expenses and authorizations for the construction of new buildings and the improvement of existing
buildings as shown in previous tables. These figures also contain previous bond expenditures, the
construction of buildings for higher education, water devel opment or storage projects, flood con-
trol projects, the construction or improvement of roads and related transportation projects, State
and some local recreation projects and those local projects in energy—impacted areas funded with
community impact moneys. These figures exclude debt service.

Capital Expenditure Authorizations (in millions)

Fisca Y ear Ended June 30
1999 1998 1997 1996 1995
$1,109.9 $1,329.0 $673.2 $529.5 $507.9

(Source: Governor’s Office of Planning and Budget.)
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Investment Of Funds

Investment of Operating Funds; The Utah Money Management Act. The Utah Money Man-
agement Act, Title 51, Chapter 7, Utah Code (the “MM Act”) governs the investment of all public
funds held by public treasurers in the state. It establishes criteriafor investment of public funds
with an emphasis on safety, liquidity, yield, matching strategy to fund objectives, and matching the
term of investments to the availability of funds. The MM Act provides alimited list of approved
investments, including qualified in—state and permitted out—of—state financia institutions, approved
government agency securities and investments in corporate securities carrying “top credit ratings.”
The MM Act also provides for pre—qualification of broker dealers requiring that broker dealers
must agree in writing to comply with the MM Act and certify that they have read and understand
the MM Act. The MM Act establishes the Money Management Council (the“MM Council”) to ex-
ercise oversight of public deposits and investments. The law requires all securitiesto be delivered
versus payment to the State Treasurer’s or to the public treasurer’ s safekeeping bank. It requires
diversification of investments, especially in securities of corporate issuers. Not more than 5% of
the portfolio may be invested with any one issuer. Investments in mortgage pools and mortgage
derivatives or any security making unscheduled periodic principal payments are prohibited. The
MM Act also defines the State’s prudent investor rules. The MM Council is comprised of five
members appointed by the Governor of the State for terms of four years, after consultation with the
State Treasurer and with the advice and consent of the State Senate.

Information regarding the MM Act may be found on the intenet at
http://www.treasurer.state.ut.us. Such information shall not be considered to be a part of this OF-
FICIAL STATEMENT and is not provided in connection with the offering of the 1999A Bonds.

The State is currently complying with all of the provisions of the MM Act for all State operating
funds. A significant portion of State funds are invested in the Utah Public Treasurers Investment
Fund (“PTIF"), as discussed below.

The Utah Public Treasurers' Investment Fund. The PTIF isalocal government investment
pool, established in 1981, and managed by the State Treasurer. The PTIF invests to ensure safety
of principal, liquidity and a competitive rate of return on short—term investments. All moneys trans-
ferred to the PTIF are promptly invested in securities authorized by the MM Act. Safekeeping and
audit controlsfor all investments owned by the PTIF must comply with the MM Act.

All investmentsin the PTIF must comply with the MM Act and rules of the MM Council. The
PTIF invests primarily in money market securities including time certificates of deposit, top rated
commercial paper, treasuries and certain agencies of the U.S. Government. The maximum
weighted average adjusted life of the portfolio, by policy, is not to exceed 90 days. The current
weighted average adjusted life is 75.7 days, with approximately 38% of the securities maturing or
repricing within 30 days, and 90% of the securities maturing or repricing within 90 days. The
maximum final maturity of any security purchased by the PTIF islimited to three years, except that
amaximum maturity of five yearsis alowed for treasury or agency securities whose rate adjusts at
least annually.

By law, investment transactions are conducted only through certified dealers, qualified de-
positories or directly with issuers of the securities. All securities purchased are delivered versus
payment to the custody of the State Treasurer or the State Treasurer’ s safekeeping bank, assuring a
perfected interest in the securities. Securities owned by the PTIF are completely segregated from
securities owned by the State. The State has no claim on assets owned by the PTIF except for any
investment of State moneysin the PTIF. Deposits are not insured or otherwise guaranteed by the
State. It isthe policy of the State Treasurer to manage a stable net asset value pool and maintain a
net asset value that does not deviate by more than 0.5%.

Securitiesin the PTIF include certificates of deposit, commercia paper, short—term corporate

notes, obligations of the U.S. Treasury and securities of certain agencies of the U.S. Government.
These short—term securities must be rated “first tier” (“A1,” “P1,” for short—term investments and
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“A” or better for long—term investments) by two nationally recognized statistical rating organiza-
tions, one of which must be Moody’ s or S& P. These securities represent limited risks to govern-
mental institutions investing with the PTIF. Variable rate securities in the PTIF must have an index
or rate formulathat has a correlation of at least 94% of the effective Federal Fundsrate.

Investment activity of the State Treasurer in the management of the PTIF is reviewed monthly
by the MM Council and is audited by the State Auditor.

See “APPENDIX B—GENERAL PURPOSE FINANCIAL STATEMENTS OF THE STATE
OF UTAH FOR THE FISCAL YEAR ENDED JUNE 30, 1998-Notes To The Financial State-
ments—Note 3. Deposits and Investments’ below.

Information regarding PTIF may be found on the internet at http://www.treasurer.state.ut.us.
Such information shall not be considered to be a part of this OFFICIAL STATEMENT and is not
provided in connection with the offering of the 1999A Bonds.

PTIF Year 2000 Compliance. The State Treasurer’ s office uses athird party software program
to do the investment and fund accounting for PTIF. The vendor has certified to the State Treasurer
that its softwareis 'Y ear 2000 compliant. The national and local banks, which provide safekeeping,
automated clearing house, fed wire and other services that benefit PTIF, have reported to the State
Treasurer that they intend to be Y ear 2000 compliant by June 30, 1999. For a discussion of the
State’s Y ear 2000 compliance efforts see “FINANCIAL INFORMATION REGARDING THE
STATE OF UTAH—State' s Discussion And Analysis Of Financial Condition And Results Of Op-
erations-Impact of Y ear 2000” above.

Investment of 1999A Bond Proceeds. Proceeds of the 1999A Bonds will be held by the Trus-
tee and invested so as to be readily available. 1999A Bond proceeds may also be invested in the
PTIF.

Retirement Systems

All full-time employees of the State are members of the Utah State Retirement System. For a
discussion concerning the Utah State Retirement System see “APPENDIX B—GENERAL PUR-
POSE FINANCIAL STATEMENTS OF THE STATE OF UTAH FOR THE FISCAL YEAR
ENDED JUNE 30, 1998—Notes to the Financial Statements—Note 15. Pension Plans’
“—Note 16. Deferred Compensation Plan” and “—Note 17. Postemployment Benefits’ below.

Risk Management

The State is self—insured against certain property and liability claims. The Legislature estab-
lished the Administrative Services Risk Management Fund to pay for commercial insurance or for
the self—insured portion of certain property and liability risks. Revenues are generated from premi-
ums charged to State departments and institutions of higher education and also from several local
school districts and local health departments.

The property self-insurance limits for the fiscal year beginning July 1, 1998 are $1 million per
claim with an annual aggregate of $2.5 million. Generally, claimsin excess of the self-insured
limits are covered by insurance policies with private insurance companies. This coverage has limits
of $400 million at any single building, with overall limitsin excess of $12.1 billion. The State has
aggregate coverage of $400 million for earthquake and flood losses. Earthquake and flood losses
above thislimit are self—insured.

The State is self—insured for 100% of the liability claims arising out of occurrences.
As of June 30, 1998, the Administrative Services Risk Management Fund was estimated to

have approximately $36 million in reserve available to pay for claimsincurred. In the opinion of
the State's Risk Manager, the available balance will be adequate to cover clams through
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June 30, 1999. The Legidature has chosen to fund the Risk Management Fund at thislevel, and it
has been advised that any extremely large claims would need to be covered by an appropriation.
See “APPENDIX B—GENERAL PURPOSE FINANCIAL STATEMENTS OF THE STATE OF
UTAH FOR THE FISCAL YEAR ENDED JUNE 30, 1998—Notes to the Financia State-
ments—Note 18. Risk Management And Insurance” below.

LEGAL MATTERS
Absence Of Litigation Concerning The 1999A Bonds

Thereis no litigation pending or threatened against the 1999A Bonds questioning or in any
matter relating to or affecting the validity of the 1999A Bonds.

On the date of the execution and delivery of the 1999A Bonds, certificates will be delivered by
the State to the effect that to the knowledge of the State, there is no action, suit, proceeding or liti-
gation pending or threatened against the State, which in any way materially questions or affectsthe
validity or enforceability of the 1999A Bonds or any proceedings or transactions relating to their
authorization, execution, authentication, marketing, sale or delivery or which materially adversely
affects the existence or powers of the State.

A nonHitigation opinion issued by the State’ s Attorney General, dated the date of closing, will
be provided stating, among other things, that there is not now pending, or to her knowledge threat-
ened, any action, suit, proceeding, inquiry, or any other litigation or investigation, at law or in eg-
uity, before or by any court, public board or body, challenging the creation, organization or exis-
tence of the State, the Authority or the Division, or the titles of their respective officersto their re-
spective offices, or the ability of the State, the Authority or the Division or their respective officers
to authenticate, execute or deliver the 1999A Bonds or such other documents as may be required in
connection with the issuance and sale of the 1999A Bonds, or to comply with or perform their re-
spective obligations thereunder, or seeking to restrain or enjoin the issuance, sale or delivery of the
1999A Bonds, or directly or indirectly contesting or affecting the proceedings or the authority by
which the 1999A Bonds are issued, the legality of the purpose for which the 1999A Bonds areis-
sued, or the validity of the 1999A Bonds or the issuance and sale thereof.

Miscellaneous L egal Matters

The State, its officers, agencies, and departments, are parties to numerous routine legal pro-
ceedings, many of which normally occur in governmental operations.

Attorney General’s Opinion Of Effect Of Legal Proceedings On State’s Ability To
Make Timely Payments On Bonds

Based on discussions with representatives of the State’s Executive and Legidative Depart-
ments, the Attorney General is of the opinion that the miscellaneous legal proceedings against the
State, individually or in the aggregate, are not likely to have a material adverse impact on the
State’ s ability to make its payments on the principal of and interest on the 1999A Bonds as those
payments come due.

Tax Exemption

Federal |ncome Taxation

Federal tax law contains a number of requirements and restrictions that apply to the
1999A Bonds, including investment restrictions, periodic payments of arbitrage profits to the
United States, requirements regarding the proper use of 1999A Bond proceeds and the facilities
financed therewith, and certain other matters. The Authority and the State have covenanted to com-
ply with all requirements that must be satisfied in order for the interest on the 1999A Bondsto be
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excludible from gross income for federal income tax purposes. Failure to comply with certain of
such covenants could cause interest on the 1999A Bonds to become includible in gross income for
federal income tax purposes retroactively to the date of issuance of the 1999A Bonds.

Subject to compliance by the Authority and the State with the above-referenced covenants, un-
der present law, in the opinion of Chapman and Cutler, Bond Counsel, interest on the
1999A Bondsis not includible in the gross income of the Owners thereof for federal income tax
purposes and is not included as an item of tax preference in computing the federal alternative mini-
mum tax for individuals and corporations. Interest on the 1999A Bonds is taken into account,
however, in computing an adjustment used in determining the federal alternative minimum tax for
certain corporations.

In rendering its opinion, Bond Counsel will rely upon certifications of the Authority and the
State with respect to certain material facts solely within their respective knowledge relating to the
application of the proceeds of the 1999A Bonds.

The Internal Revenue Code of 1986, as amended (the “Code”), includes provisions for an al-
ternative minimum tax (“AMT") for corporations in addition to the corporate regular tax in certain
cases. The AMT, if any, depends upon the corporation’s aternative minimum taxable income
(“AMTI™), which is the corporation’ s taxable income with certain adjustments. One of the adjust-
ment items used in computing AMTI of a corporation (excluding S corporations, Regulated In-
vestment Companies, Real Estate Investment Trusts, REMICs and FASITs) is an amount equal to
75% of the excess of such corporation’s “adjusted current earnings” over an amount equal to its
AMTI (before such adjustment item and the alternative tax net operating loss deduction). “ Adjusted
current earnings’ would include all tax—exempt interest, including interest on the 1999A Bonds.

Under the provisions of Section 884 of the Code, a branch profits tax is levied on the “ effec-
tively connected earnings and profits’ of certain foreign corporations, which include tax—exempt
interest such asinterest on the 1999A Bonds.

Ownership of the 1999A Bonds may result in collateral federal income tax consequences to
certain taxpayers, including, without limitation, corporations subject to the branch profits tax, fi-
nancial institutions, certain insurance companies, certain S corporations, individua recipients of
Socia Security or Railroad Retirement benefits and taxpayers who may be deemed to have incurred
(or continued) indebtedness to purchase or carry tax—exempt obligations. Prospective purchasers
of the 1999A Bonds should consult their tax advisors as to applicability of any such collateral con-
sequences.

If a1999A Bond is purchased at any time for aprice that is less than the 1999A Bond' s stated
redemption price at maturity, or, in the case of a 1999A Bond issued with original issue discount,
its Revised Issue Price (as discussed below) the purchaser will be treated as having purchased a
1999A Bond with market discount subject to the market discount rules of the Code (unless a
statutory de minimis rule applies). Accrued market discount is treated as taxable ordinary income
and is recognized when a 1999A Bond is disposed of (to the extent such accrued discount does not
exceed gain realized) or, at the purchaser’ s election, as it accrues. The applicability of the market
discount rules may adversely affect the liquidity or secondary market price of such 1999A Bond.
Purchasers should consult their own tax advisors regarding the potential implications of market
discount with respect to the 1999A Bonds.

From time to time, there are legislative proposals in the Congress of the United States that, if
enacted, could alter or amend the federal tax matters referred to above or adversely affect the mar-
ket value of the 1999A Bonds. It cannot be predicted whether or in what form any such proposal
might be enacted or whether, if enacted, it would apply to bonds issue prior to enactment. Pro-
spective purchasers of the 1999A Bonds should consult their own tax advisors regarding any
pending or proposed federal tax legislation. Bond Counsel expresses no opinion regarding any
pending or proposed federal tax legidation.
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Utah Income Taxation

In the opinion of Chapman and Cutler, Bond Counsel, under the existing laws of the State as
presently enacted and construed, interest on the 1999A Bonds is exempt from taxes imposed by the
Utah Individual Income Tax Act. Bond Counsel expresses no opinion with respect to any other
taxes imposed by the State or any political subdivision thereof. Ownership of the 1999A Bonds
may result in other State and local tax consequences to certain taxpayers. Bond Counsel expresses
no opinion regarding any such collateral consequences arising with respect to the 1999A Bonds.
Prospective purchasers of the 1999A Bonds should consult their tax advisors regarding the appli-
cability of any such State and local taxes.

General

The approving opinion of Chapman and Cutler, Bond Counsel, concerning the validity of the
1999A Bonds, in substantially the form set out in APPENDIX D to this OFFICIAL STATE-
MENT, will be provided at the time of delivery of the 1999A Bonds to the successful bidder(s).
Copies of the opinion of Bond Counsel, in substantially the form set forth in APPENDIX D to this
OFFICIAL STATEMENT, will be available upon request from the chief contact person for the
State indicated under the heading “INTRODUCTION—Contact Persons’ above.

Bond Counsal has reviewed those portions of this OFFICIAL STATEMENT captioned: “THE
1999A BONDS (except the portions under the captions “—Estimated Sources And Uses Of
Funds,” “—Book—Entry Only System” and “—Debt Service On The 1999A Bonds’), and “LE-
GAL MATTERS—Tax Exemption” and “—Origina Issue Discount.” Bond Counsel aso prepared
the OFFICIAL NOTICE OF BOND SALE and has prepared and reviewed APPENDIX A and
APPENDIX D to this OFFICIAL STATEMENT, which sets forth the anticipated form of Bond
Counsel’ s opinion on the 1999A Bonds. Bond Counsel has not assumed responsibility for the re-
maining material in the OFFICIAL STATEMENT and cannot verify independently the information
set out therein. In addition, Bond Counsel has not assumed responsibility for any agreement, rep-
resentations, offering circulars or other material of any kind not mentioned in this paragraph, re-
lating to the offering of the 1999A Bonds for sale.

Certain legal matters will be passed upon for the Authority and the State by the Office of the
Attorney General of the State. Certain matters will be passed upon for the successful bidder(s) by
Ray, Quinney & Nebeker.

MISCELLANEOUS
Bond Ratings

The scheduled payment of principal of and interest on the 1999A Bonds when due will be
guaranteed under an insurance policy to be issued concurrently with the delivery of the
1999A Bonds by FSA. The 1999A Bonds arerated “Aaa” (FSA Insured) by Moody’sand “AAA”
(FSA Insured) by S&P. See“CREDIT ENHANCEMENT” above.

Such ratings do not constitute a recommendation by the rating agency to buy, sell or hold the
1999A Bonds. Such ratings reflect only the views of such organizations and any desired explana-
tion of the significance of such ratings should be obtained from the rating agency furnishing the
same, at the following addresses: Moody’s, 99 Church St, New York, NY 10007 and S&P,
55 Water St, New York, NY 10004. Generally, arating agency bases its rating on the information
and materials furnished to it and on investigations, studies and assumptions of its own.

Additionally, as of the date of this OFFICIAL STATEMENT, Moody’s and S& P have given
the 1999A Bonds an underlying rating of “Aa2” and “AA,” respectively. See“STATE BUILDING
OWNERSHIP AUTHORITY—Debt Issuance” and “DEBT STRUCTURE OF THE STATE OF
UTAH—Genera Obligation Indebtedness’ above.
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Any explanation of the significance of these outstanding ratings may only be obtained from the
rating service furnishing the same. The above ratings are not recommendations to buy, sell or hold
the 1999A Bonds. Thereis no assurance that such ratings will be maintained for any period of time
or that the ratings may not be lowered or withdrawn entirely by the rating agenciesiif, in their
judgment, circumstances so warrant. Any such downward change or withdrawal of such rating
may have an adverse effect on the market price of the 1999A Bonds.

Y ear 2000 Compliance

For adiscussion of the State’s Y ear 2000 compliance efforts see “FINANCIAL INFORMA.-
TION REGARDING THE STATE OF UTAH—State’ s Discussion And Analysis Of Financial
Condition And Results Of Operations-mpact of Y ear 2000” above.

Financial Advisor

The State has entered into an agreement with Zions Bank Public Finance, Salt Lake City, Utah
(the “Financial Advisor”) whereunder the Financial Advisor provides financial recommendations
and guidance to the State with respect to preparation for sale of the 1999A Bonds, timing of sale,
tax—exempt bond market conditions, costs of issuance and other factors relating to the sale of the
1999A Bonds. The Financial Advisor has read and participated in the drafting of certain provisions
of this OFFICIAL STATEMENT. The Financial Advisor has not audited, authenticated or other-
wise verified the information set forth in the OFFICIAL STATEMENT, or any other related infor-
mation available to the State, with respect to accuracy and completeness of disclosure of such in-
formation, and no guaranty, warranty or other representation is made by the Financial Advisor re-
specting accuracy and completeness of the OFFICIAL STATEMENT or any other matters related
to the OFFICIAL STATEMENT. Financial Advisor fees are contingent upon the sale and delivery
of the 1999A Bonds.

Independent Auditors

The financial statements as of June 30, 1998 and for the year then ended, included in this OF-
FICIAL STATEMENT, have been audited by the Utah State Auditor, as stated in their report in
APPENDIX B tothisOFFICIAL STATEMENT.

Additional Information

The foregoing description of the 1999A Bonds and the summaries of the basic documents
hereto do not purport to be complete and are expressly made subject to the exact provisions of the
complete documents, copies of which are available for inspection at the offices of the Financial
Advisor during the offering of the 1999A Bonds, and subsequently, at the principal corporate trust
office of the Trustee in Salt Lake City, Utah.

Any statementsin this OFFICIAL STATEMENT involving matters of opinion, whether or not
expressly so stated, are intended as such and not as representations of fact.

The Appendices attached hereto are an integral part of this OFFICIAL STATEMENT and
should be read in conjunction with the foregoing material.

This OFFICIAL STATEMENT and its distribution and use have been duly authorized by the
Authority.

State of Utah, State Building Ownership Authority

/s/ David Adams

David Adams, Chairman
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